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Mthonjaneni  Local  Municipality 

(Registration  number  KZN  265) 

Annual  Finandal  Statements  forthe  yeer  ended  30  June  2017 

Accounting  Qfficer's  Responsibiiitiea  and  Approval 


The  accounllng  officer  ie  requlnad  by  the  Munldpal  Flnance  Management  Act  (Act  56  of  2003),  to  maintain  adequate 
aooounting  racoids  and  is  rasponsible  for  the  content  and  integhly  of  the  annual  finandal  statements  and  related  finandal 
mformation indudedin  thisrepoit  It is the  responsibility  of Ihe acoounting officerfoensure that the annual finandal stataments 
rairly  present  the  staie  of  affairs  of  the  municipality  as  at  the  end  of  the  financial  year  and  the  results  of  its  operations  and  cash 
flowre  for  the  pertod  then  ended.  The  extemal  audrtors  are  engaged  to  express  an  independent  opinion  on  theannual  finandal 
statements  and  was  given  unrestridad  access  to  all  finandal  records  and  related  data. 

V*  0nnual  flnandaletatements  have  been  prepared  in  accordance  with  Standards  of  Generally  Recognised  Accountinq 
Practlce  (GRAP)  induding  any  interpretations,  guldelines  and  dlrectives  issued  by  the  Aceounting  Standards  Board.  8 

The  annual  finandaj I  statements  are  based  upon  appropriate  accounting  policies  consistently  applied  and  suDDorted  bv 
reasonable  and  prudent  judgements  and  estimates. 

i  acknow,^9esufhat  he  is  ultimately  responsible  for  the  system  of  internal  financial  control  established  by 
the  municipaltty  and  place  considerable  importance  on  maintainlng  a  strong  control  envsonment.  To  enable  the  accountina 
oflicer  to  meet  these  responsibilities,  the  accountlng  officer  sets  standards  for  Intemal  centrol  almed  at  reducing  the  risk  of 
error  or  defiat  in  a  cost  efllectlve  manner.  The  standards  Indude  the  proper  delegation  of  responsibilities  wfthln  a  deariy 
defined  framBwork,  effoctive  accountlng  prooadures  and  adequate  segregatlon  of  dutles  to  ensure  an  acceptable  level  of  risk. 
Tnese  controls  are  monitored  throughout  the  municipality  and  all  employees  are  required  to  maintain  the  highest  ethical 
standards  in  ensuring  the  municipality’s  business  is  condudsd  in  a  mannerthat  in  all  reasonable  circumstanoes  is  above 
reproach.The  focus  of  rlsk  management  in  the  municlpality  is  on  identifylng,  assessing,  managing  and  monitorina  ali  known 
forms  of  nsk  across  the  municipality.  Whiie  operating  risk  cannot  be  fully  eliminated,  the  munidpality  endeavours  to  minimise  it 
by  ensunng  that  appropnate  inffastracture,  controls,  systems  and  ethical  behaviour  are  appfled  and  managed  within 
predetermined  procadures  and  constrainte. 

The  accounting  oflfloer  is  of  the  opinion,  based  on  the  information  and  explanations  given  by  management,  that  the  system  of 
mtemal  controi  provldes  reasonable  assurance  that  the  flnanclal  records  may  be  relied  on  forlhe  preparatlon  of  the  annual 
finanoal  stetements.  Howsver,  any  system  of  intemal  finandal  control  can  provlde  only  reasonable  and  notabsolute 
assurance  against  material  misstatement  or  deficit 

The  accounting  officer  has  reviewed  the  muniripality’s  cash  flow  forecast  for  the  year  endsd  30  June  201 8  and  in  the  liaht  of 
this  review  and  the  current  finandal  position.  he  is  satisfied  that  the  munidpslity  has  or  has  access  to  adequate’resourcra  to 
contmue  m  operational  existence  for  the  fbreseeable  tliture,  4 

The  accounting  officer  certity  that  salaries,  allowances  and  benelHs  of  Coundliprs,  as  disdosed  in  note  27  of  these  annual 
finarcial  stetemente  are  within  the  upper  limits  of  the  ffamewbrk  envisaged  in  Sedion  219  of  the  Constitution  read  with  the 

°f  0ffioer  Beafers  Act  an(S  Minister  of  Provindal  and  Local  Governmenrs  deteimination  in  accordance 
wiiri  inis  ACii  ^Ti 

The  annual  financial  statements  set  out  on  pages  4  to  67,  which  have  been  pnepaned  on  the  going  concem  basis  were 
approved  by«ie  accounting  officer  on  30  August  201 7  and  were  signed  on  its  behalf  by: 


Mr  P.P  SibU 
MunEcipal  flUnager 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  forthe  year  ended  30  June  2017 

Statement  of  Financial  Position  as  at  30  June  2017 

F^TwlnRand  Note(s) 

Assets 


Current  Assets 


Inventories 

Receivables  from  non-exchange  transactions 

VAT  receivable 

Consumer  debtors 

Cash  and  cash  equivalents 


Non-Current  Assets 


9 

418  947 

459  636 

10 

23  154  342 

18  956  302 

11 

3  439  364 

987  522 

12 

4  283  288 

4  435  485 

13 

25  997  366 

42  470  320 

57  293  307  67  309  265 


Biological  Assets 

Investment  property 

Property,  plant  and  equipment 

Intangibie  assets 

Heritage  assets 

3 

4 

5 

6 

7 

2  792  956 

2  326  763 
281  254  352 
80  892 
589 

2  661  916 
2  367  591 
187  606  091 
98  998 
589 

286  455  552 

192  735  185 

Total  Assets 

343  748  859 

260  044  450 

tiabllities 


Current  Liabilities 
Trade  and  other  payables 
Consumer  deposits 

Unspent  conditional  grants  and  receipts 
Provisions 


Non-Current  Liabilities 
Employee  benefit  obligation 
Provisions 


Total  Liabflities 
Net  Assets 
Accumulated  surplus 


16 

12  904  645 

8  591  141 

17 

1  051  61 1 

1  025  890 

14 

17  134 

176  776 

15 

579  121 

409  492 

14  552  511 

10  203  299 

8 

2  740  001 

2  544  047 

15 

4  639  206 

4  667  747 

7  379  207 

7  211  794 

21  931  718  17  415  093 

321  817141  242  629  357 


321  817  141  242  629  357 
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Mthonjaneni  Local  Municipality 


{Registration  number  KZN  285) 

Annual  Financial  Statements  fbr  the  year  ended  30  June  2017 

Statement  of  Financial  Performance 


Figures  in  Rand  

Note(s) 

2017 

2016 

Revenue 

Revenue  from  exchange  transactions 

Service  charges 

Rental  of  facilities  and  equipment 

Licences  and  permits 

Other  income 

Interest  received  -  investment  

21 

34 

24 

30 

19  889  514 
228  853 

1  923  226 

3  981  501 

2  176  370 

20  521  760 
247  045 

2  070  427 
964  392 

3  283  879 

Total  revenue  from  exchange  transactions 

28  199  464 

27  087  503 

Revenue  from  non-exchange  transactions 

Taxation  revenue 

Property  rates 

Property  rates  -  penalties  imposed 

20 

20 

9  788  938 

1  045  586 

9  722  820 
728  329 

Transfer  revenue 

Government  grants  &  subsidies 

Fines,  Penalties  and  Forfeits 

22 

108  783  058 

31  617  600 

65  702  359 
24  308  963 

Totai  revenue  from  non-exchange  transactions 

151  235  182 

100  462  471 

Total  revenue 

19 

179  434  646 

127  549  974 

Expendlture 

Employee  related  costs 

Remuneration  of  councillors 

Depreciation  and  amortisation 

Repairs  and  maintenance 

Bulk  purchases 

Contracted  services 

General  Expenses 

26 

27 

32 

36 

37 

35 

25 

(33  194  693) 
(6  440  618) 
(14  436  807) 
(8  493  693) 
(20  223  309) 
(3  230  615) 
(68  949  680) 

(24  982  176) 
(3  168  003) 
(5  808  916) 
(7  776  346) 
(19  079  101) 
(2  159  221) 
(44  559  682) 

Total  expenditure 

(154  969  415) 

(107  533  445) 

Operating  surplus 

Fair  value  adjustments 

Actuarial  gains/losses 

Gain  from  transfer  of  functions  between  entities  not  under  common  control 

31 

8 

39 

24465  231 

197  961 
(195  954) 
54  720  546 

20  016  529 

397  381 
18  953 

-  54  722  553  416  334 

79187  784 

20  432  863 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 


Statement  of  Changes  in  Net  Assets 


Figures  in  Rand 

Accumulated 

surplus 

Total  net 
assets 

Balance  at  01  July  2015 

Changes  in  net  assets 

222  196  494 

222  196  494 

Surplus  for  the  year 

20  432  863 

20  432  863 

Total  changes 

20  432  863 

20  432  863 

Balance  at  01  July  2016 

Changes  in  net  assets 

242  629  357 

242  629  357 

Surplus  for  the  year 

79  187  784 

79  187  784 

Total  changes 

79  187  784 

79  187  784 

Balance  at  30  June  2017 

321  817141 

321  817 141 

Note(s) 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  fbr  the  year  ended  30  June  2017 


Cash  Flow  Statement 


Figures  in  Rand 

Note(s) 

2017 

2016 

Cash  flows  from  operating  activities 

Recelpts 

Taxation 

Sale  of  goods  and  services 

Grants 

Interest  income  -  investment  Accounts 
interest  income  -  Current  Account 

8  471  550 
63  872  542 
108  783  058 

2  176  370 
556  835 

6  331  298 
22  331  422 
90  546  549 

3  283  879 

183  860  355 

122  493148 

Payments 

Employee  costs 

Suppliers 

(38  894  857) 
(101  547  010) 

(28  150  180) 
(67  503  953) 

(140  441  867) 

(95  654  133) 

Net  cash  flows  from  operating  activities 

38 

43  418  488 

26  839  015 

Cash  flows  from  investing  activities 

Purchase  of  property,  plant  and  equipment 

Proceeds  from  sale  of  property,  plant  and  equipment 

Purchase  of  other  intangible  assets 

Proceeds  from  sale  of  other  intangible  assets 

5 

6 

(60  616  671) 
746  836 
(36  563) 
14  956 

(33  620  731) 

(6  999) 

Net  cash  flows  from  investing  actlvities 

(59  891  442) 

(33  627  730) 

Net  increase/(decrease)  in  cash  and  cash  equivalents 

Cash  and  cash  equivalents  atthe  beginning  of  the  year 

(16  472  954) 

42  470  320 

(6  788  715) 

49  259  035 

Cash  and  cash  equivalents  at  the  end  of  the  year 

13 

25  997  366 

42  470  320 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  fbr  the  year  ended  30  June  2017 


Statement  of  Comparison  of  Budget  and  Actual  Amounts 


Budget  on  Accrual  Basis 

Approved 

Adjustments 

Final  Budget  Actual  amounts 

Difference 

budget 

on  comparable 

between  final 

Figures  in  Rand 

basis 

budget  and 

actual 

Statement  of  Flnancial  Performance 

Revenue 

Revenue  from  exchange  transactlons 

Service  charges 

23  788  373 

(444  894) 

23  343  479 

19  889  514 

(3  453  965) 

Rental  of  facilities  and  equipment 

506  609 

(271  237) 

235  372 

228  853 

(6  519) 

Licences  and  permits 

2  516  440 

- 

2  516  440 

1  923  226 

(593  214) 

Other  income 

1  287  105 

16  504  986 

17  792  091 

3  753  233 

(14  038  858) 

Interest  received  -  investment 

3  146  080 

- 

3  146  080 

2176  370 

(969  710) 

Gains  on  disposal  of  assets 

607  889 

829  638 

1  437  527 

228  268 

(1  209  259) 

Totai  revenue  from  exchange  transactions 

31  852  496 

16  618  493 

48  470  989 

28  199  464 

(20  271  525) 

Revenue  from  non-exchange  transactions 

Taxation  revenue 

Property  rates 

9  320  506 

561  800 

9  882  306 

9  788  938 

(93  368) 

Property  rates  -  penalties  imposed 

580  017 

- 

580  017 

1  045  586 

465  569 

Transfer  revenue 

Government  grants  &  subsidies 

104  570  800 

(5  320  800) 

99  250  000 

108  783  058 

9  533  058 

Fines,  Penalties  and  Forfeits 

20  000  000 

2  809 

20  002  809 

31  617  600 

11  614  791 

Total  revenue  from  non-exchange 
transactions 

134  471  323 

(4  756191) 

129  715132 

151  235  182 

21  520  050 

Total  revenue 

166  323  819 

11  862  302 

178186121 

179  434  646 

1  248  525 

Expenditure 

Personnel 

(42  316  575) 

(15  525) 

(42  332  100) 

(33  194  693) 

9  137  407 

Remuneration  of  councillors 

(6  107  445) 

(802  247) 

(6  909  692) 

(6  440  618) 

469  074 

Depreciation  and  amortisation 

(3  700  000) 

- 

(3  700  000) 

(14  436  807) 

(10  736  807) 

Repairs  and  maintenance 

(10131  194) 

(314  332) 

(10  445  526) 

(8  493  693) 

1  951  833 

Bulk  purchases 

(22  303  985) 

- 

(22  303  985) 

(20  223  309) 

2  080  676 

Contracted  Services 

(3  073  326) 

(2157  818) 

(5  231  144) 

(3  230  615) 

2  000  529 

General  Expenses 

(51  267  196) 

(8  597  479) 

(59  864  675) 

(68  949  680) 

(9  085  005) 

Total  expendlture 

(138  899  721) 

(11  887  401)  (150  787  122)  (154  969  415) 

(4  182  293) 

Operating  surplus 

27  424  098 

(25  099) 

27  398  999 

24  465  231 

(2  933  768) 

Fair  value  adjustments 

- 

- 

197  961 

197  961 

Actuarial  gains/losses 

- 

- 

- 

(195  954) 

(195  954) 

- 

- 

- 

- 

- 

Surpius  before  taxation 

27  424  098 

(25  099) 

27  424  098 

24  465  231 

(2  933  768) 

Actual  Amount  on  Comparable  Basis  as 
Presented  in  the  Budget  and  Actual 
Comparatlve  Statement 

27  424  098 

(25  099) 

27  424  098 

24  465  231 

(2  933  768) 

For  explanations  of  variances  between  the  budget  and  actuai  figures  please  referto  note  49. 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 
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Mthonjaneni  Locai  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  forthe  yearended  30  June  2017 

Accounting  Poiicies  


1 .  Presentation  of  Annual  Financial  Statements 

The  annual  financial  statements  have  been  prepared  in  accordance  with  the  Standards  of  Generally  Recognised  Accounting 
Practice  (GRAP),  issued  by  the  Accounting  Standards  Board  in  accordance  with  Section  122(3)  of  the  Municipal  Finance 
Management  Act  (Act  56  of  2003). 

These  annual  financial  statements  have  been  prepared  on  an  accrual  basis  of  accounting  and  are  in  accordance  with  historical 
cost  convention  as  the  basis  of  measurement,  unless  specified  otherwise.  They  are  presented  in  South  African  Rand. 

A  summary  of  the  significant  accounting  policies,  which  have  been  consistently  applied  in  the  preparation  of  these  annual 
financial  statements,  are  disclosed  below. 

1 .1  Presentation  currency 

These  annual  financial  statements  are  presented  in  South  African  Rand,  which  is  the  functional  currency  of  the  municipality. 


1 .2  Going  concern  assumption 

These  annual  financial  statements  have  been  prepared  based  on  the  expectation  that  the  municipality  wiil  continue  to 
operate  as  a  going  concern  for  at  least  the  next  12  months. 

1.3  Blological  Assets 

The  entity  recognises  a  biological  assets  or  agricultural  produce  when,  and  only  when: 

•  the  entity  controls  the  asset  as  a  result  of  past  events; 

•  it  is  probable  that  future  economic  benefits  or  service  potential  associated  with  the  asset  will  flow  to  the 
municipality;  and 

•  the  fair  value  or  cost  of  the  asset  can  be  measured  reliably. 

Biological  Assets  are  measured  at  their  fair  value  less  costs  to  sell. 

The  fair  value  of  the  pine  plantations  is  based  on  the  combined  fair  value  of  the  land  and  the  pine  trees.  The  fair  value  of  the 
raw  land  and  land  improvements  is  then  deducted  from  the  combined  fair  value  to  determine  the  fair  value  of  the  pine  trees. 

A  gain  or  loss  arising  on  initial  recognition  of  biological  assets  or  agricultural  produce  at  fair  value  less  costs  to  sell  and  fforn  a 
change  in  fair  value  less  costs  to  sell  of  a  biological  assets  is  included  in  surplus  or  deficit  fbr  the  period  in  which  it  arises. 

1 .4  Investment  property 

Investment  property  is  property  (land  or  a  building  -  or  part  of  a  building  -  or  both)  held  to  eam  rentals  or  for  capital  appreciation 
or  both,  rather  than  for: 

•  use  in  the  production  or  supply  of  goods  or  services  or  for 

•  administrative  purposes,  or 

•  sale  in  the  ordinary  course  of  operations. 

Owner-occupied  preperty  is  property  held  for  use  in  the  production  or  supply  of  goods  or  services  or  for  administrative 
purposes. 

Investment  property  is  recognised  as  an  asset  when,  it  is  probable  that  the  future  economic  benefits  or  service  potential  that 
are  associated  with  the  investment  property  will  flow  to  the  municipality,  and  the  cost  or  fair  value  of  the  investment  property 
can  be  measured  reliably. 

Investment  property  is  initially  recognised  at  cost  Transaction  costs  are  included  in  the  initial  measurement. 

Where  investment  property  is  acquired  through  a  non-exchange  transaction,  its  cost  is  its  fair  value  as  at  the  date  of 
acquisition. 

Costs  include  costs  incurred  initially  and  costs  incurred  subsequently  to  add  top  or  to  replace  a  part  of,  or  service  a  property.  If  a 
replacement  part  is  recognised  in  the  carrying  amount  of  the  investment  property,  the  carrying  amount  of  the  replaced  part  Is 
derecognised. 
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Mthonjaneni  Locai  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 

Accounting  Policies 


1 .4  Investment  property  (contlnued) 

Cost  model 

Investment  property  is  carried  at  cost  less  accumulated  depreciation  and  any  accumulated  impairment  losses, 

Depreciation  is  pnovided  to  write  down  the  cost,  less  estimated  residual  value  by  equal  installments  over  the  useful  life  of  the 
property,  which  is  as  follows: 

Item  Useful  llfe 

Property  -  land  indefinite 

Property  -  buildings  30  years 

Air-conditioners  1 5  years 

Investment  property  is  derecognised  on  disposal  or  when  the  investment  property  is  permanently  withdrawn  from  use  and  no 
future  economic  benefits  or  service  potential  are  expected  from  its  disposal. 

Gains  or  losses  arising  from  the  retirement  or  disposal  of  investment  property  is  the  difference  between  the  net  disposal 
proceeds  and  the  carrying  amount  of  the  asset  and  is  recognised  in  surplus  or  deficit  in  the  period  of  netirement  or  disposal. 

1 .5  Property,  plant  and  equipment 

Property,  plant  and  equipment  are  tangible  non-current  assets  (including  infrastructure  assets)  that  are  heid  fbr  use  in  the 
production  or  supply  of  goods  or  services,  rental  to  others,  or  fbr  administrative  purposes,  and  are  expeded  to  be  used  during 
more  than  one  period. 

The  cost  of  an  item  of  property,  plant  and  equipment  is  recognised  as  an  asset  when: 

•  it  is  probable  that  future  economic  benefits  or  service  potential  associated  with  the  item  will  flow  to  the 
municipality:  and 

•  the  cost  of  the  item  can  be  measured  reliably. 

Property,  plant  and  equipment  is  initially  measured  at  cost. 

The  cost  of  an  item  of  property,  plant  and  equipment  is  the  purchase  prioe  and  other  costs  attributable  to  bring  the  asset  to  the 
location  and  condition  necessary  for  it  to  be  capable  of  operating  in  the  manner  intended  by  management.  Trade  discounts  and 
rebates  are  deducted  in  arriving  at  the  cost. 

Where  an  asset  is  acquired  through  a  non-exchange  transaction,  its  cost  is  its  fair  value  as  at  date  of  acquisition. 

Where  an  item  of  property,  plant  and  equipment  is  acquired  in  exchange  fbr  a  non-monetary  asset  or  monetary  assets,  or  a 
combination  of  monetary  and  non-monetary  assets,  the  asset  acquired  is  initially  measured  at  fair  value  (the  cost).  If  the 
acquired  item’s  fair  value  was  not  determinable,  it's  deemed  cost  is  the  carrying  amount  of  the  asset(s)  given  up. 

The  initial  estimate  of  the  costs  of  dismantiing  and  removing  the  item  and  restoring  the  site  on  which  it  is  located  is  also 
included  in  the  cost  of  property,  plant  and  equipment,  where  the  entity  is  obligated  to  incur  such  expenditurer  and  where  the 
obligation  arises  as  a  result  of  acquiring  the  asset  or  using  it  for  purposes  other  than  the  production  of  inventories. 

Recognition  of  costs  in  the  carrying  amount  of  an  item  of  property,  plant  and  equipment  ceases  when  the  item  is  in  the  location 
and  condition  necessary  for  it  to  be  capable  of  operating  in  the  manner  intended  by  management. 

Major  inspection  oosts  which  are  a  condition  of  continuing  use  of  an  item  of  property,  plant  and  equipment  and  which  meet  the 
recognition  criteria  above  are  included  as  a  replacement  in  the  cost  of  the  item  of  property,  plant  and  equipment.  Any  remaining 
inspection  costs  from  the  previous  inspection  are  derecognised. 

Property,  plant  and  equipment  is  carried  at  cost  less  accumulated  depreciation  and  any  impairment  losses.  Land  is  not 
depreciated  as  it  is  deemed  to  have  an  indifinate  useful  life. 

Property,  plant  and  equipment  are  depreciated  on  the  straight  line  basis  over  their  expected  useful  lives  to  their  estimated 
residual  value.  All  assets  that  qualify  as  minor  assets  are  depreciated  in  full  in  the  year  in  which  they  were  acquired. 

The  useful  lives  of  items  of  property,  plant  and  equipment  have  been  assessed  as  foliows: 
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Mthonjaneni  Locai  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 

Accounting  Policies 


1 .5  Property,  plant  and  equipment  (continued) 


Item 

Depreciation  method 

Average  useful  life 

•  Land 

Indefinate 

ɓuildings 

Straight  line 

•  Dwellings 

30  Years 

•  Carports 

15  years 

•  Fence 

25  years 

Ptant  and  machinery 

Straight  line 

•  Machinery 

4  Years 

Furniture  and  fixtures 

Straight  line 

•  Furniture 

7  Years 

Motor  vehicles 

Straight  line 

•  Sedan  Motor  Vehide 

7  Years 

•  Bakkies/  Double  Cab 

10  Years 

•  Trailers/TLB 

10  Years 

Office  equipment 

Straight  line 

•  Computer  Equipment 

10  Years 

IT  equipment 

Straight  line 

•  Computer  Hardware 

5  Years 

•  IT  Network 

7  Years 

Infrastructure 

Straight  line 

•  Dwellings 

30  Years 

•  Bus  shelters 

15  Years 

*  Transformers 

50  Years 

■  Cables 

45  Years 

•  Line  Overheads 

30  Years 

•  Feeder  Panel 

40  Years 

►  Festive  Lights 

10  Years 

*  Asphalt  Paved  Roads 

20  Years 

*  Asphalt  Surfaced  Roads 

50  Years 

*  Unpaved  Roads 

30  Years 

*  Landfill  Site 

50  Years 

Community 

Straight  line 

•  Non  Residential  Buildings 

30  Years 

•  Cemetries 

15  Years 

•  Cemetry  Parking 

30  Years 

Other  property,  plant  and  equipment 

Straight  line 

•  Stoves 

10  Years 

•  Street  Lights 

40  Years 

Other  equipment 

Straight  line 

•  Advertising  Equipment 

10  Years 

•  Traffic  Equipment 

7  Years 

•  Speed  Equipment 

5  Years 

Items  of  property,  plant  and  equipment  are  derecognised  when  the  asset  is  disposed  of  or  when  there  are  no  further  economic 
benefits  or  service  potential  expected  from  the  use  of  the  asset. 

The  gain  or  loss  arising  from  the  derecognition  of  an  item  of  property,  plant  and  equipment  is  included  in  surplus  or  deficit  when 
the  item  is  derecognised.  The  gain  or  loss  arising  from  the  derecognition  of  an  item  of  property,  plant  and  equipment  is 
determined  as  the  difference  between  the  net  disposal  proceeds,  if  any,  and  the  carrying  amount  of  the  item. 

1 .6  Intangible  assets 

An  asset  is  identifiable  if  it  either: 

•  is  separable,  i.e.  is  capable  of  being  separated  or  divided  from  an  entity  and  sold,  transferred,  licensed,  rented  or 
exchanged,  either  individually  or  together  with  a  related  contract,  identifiable  assets  or  liability,  regardless  of 
whether  the  entity  intends  to  do  so;  or 

•  arises  from  binding  arrangements  (including  rights  from  contracts),  regardless  of  whetherthose  rights  are 
transferable  or  separable  from  the  municipality  or  from  other  rights  and  obligations. 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 

Accounting  Policies 


1 .6  Entanglble  assets  (continued) 

A  binding  arrangement  describes  an  arrangement  that  confers  similar  rights  and  obligations  on  the  parties  to  it  as  if  it  were  in 
the  form  of  a  contract. 

An  intangible  asset  is  recognised  when: 

•  it  is  probable  that  the  expected  future  economic  benefits  or  service  potential  that  are  attributable  to  the  asset  will 
flow  to  the  municipality;  and 

•  the  cost  or  fair  value  of  the  asset  can  be  measured  reliably. 

The  municipality  assesses  the  probability  of  expected  future  economic  benefits  or  service  potential  using  reasonable  and 
supportable  assumptions  that  represent  management’s  best  estimate  of  the  set  of  economic  conditions  that  will  exist  over  the 
useful  life  of  the  asset. 

Where  an  intangible  asset  is  acquired  through  a  non-exchange  transaction,  its  initial  cost  at  the  date  of  acquisition  is  measured 
at  its  fair  value  as  at  that  date. 

Expenditure  on  nesearch  (or  on  the  research  phase  of  an  internal  project)  is  recognised  as  an  expense  when  it  is  incurred. 

Intangible  assets  are  carried  at  cost  less  any  accumulated  amortisation  and  any  impairment  losses. 

An  intangible  asset  is  regarded  as  having  an  indefinite  useful  life  when,  based  on  all  relevant  factors,  there  is  no  foreseeable 
limit  to  the  period  over  which  the  asset  is  expected  to  generate  net  cash  inflows  or  service  potential.  Amortisation  is  not 
provided  fbr  these  intangible  assets,  but  they  are  tested  fbr  impairment  annually  and  whenever  there  is  an  indication  that  the 
asset  may  be  impaired.  For  all  other  intangible  assets  amortisation  is  provided  on  a  straight  line  basis  over  their  useful  life. 

The  amortisation  period  and  the  amortisation  method  for  intangible  assets  are  reviewed  at  each  reporting  date. 

Reassessing  the  useful  life  of  an  intangible  asset  with  a  finite  useful  life  after  it  was  classified  as  indefinite  is  an  indicator  that 
the  asset  may  be  impaired.  As  a  result  the  asset  is  tested  for  impairment  and  the  remaining  carrying  amount  is  amortised  over 
its  useful  life. 

Intemally  generated  brands,  mastheads,  publishing  titlesf  customer  lists  and  items  similar  in  substance  are  not  recognised  as 
intangible  assets. 

Intemally  generated  goodwilf  is  not  recognised  as  an  intangible  asset. 

Amortisation  is  provided  to  write  down  the  intangible  assets,  on  a  straight  line  basis,  to  their  residual  values  as  fbliows: 


l*em  _ Depreciation  method  Average  useful  life 

•  Licenses 
Computer  software ,  other 

Intangible  assets  are  derecognised: 

•  on  disposal;  or 

•  when  no  future  economic  benefits  or  service  potential  are  expected  firom  its  use  or  disposal. 

1.7  Heritage  assets 

Heritage  assets  are  assets  that  have  a  cultural,  environmental,  historical,  natural,  scientific,  technological  or  artistic  significance 
and  are  held  indefinitely  forthe  benefit  of  present  and  future  generations. 

Recognition 

The  municipality  recognises  a  heritage  asset  as  an  asset  if  it  is  probable  that  future  economic  benefits  or  service  potential 
associated  with  the  asset  will  flow  to  the  municipality,  and  the  cost  or  fair  value  of  the  asset  can  be  measured  reliably. 


10  Years 
5  Years 
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Mthonjaneni  Locai  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 

Accounting  Policies 


1 .7  Intangible  assets  (continued) 

Initial  measurement 

Heritage  assets  are  measured  at  cost. 

Where  a  heritage  asset  is  acquired  through  a  non-exchange  transaction,  its  cost  is  measured  at  its  fair  value  as  at  the  date  of 
acquisition. 

Subsequent  measurement 

After  recognition  as  an  asset,  a  class  of  heritage  assets  is  carried  at  its  cost  less  any  accumulated  impairment  iosses. 

After  recognition  as  an  asset,  a  class  of  heritage  assets,  whose  fair  value  can  be  measured  reliably,  is  carried  at  a  revalued 
amount,  being  its  fair  value  at  the  date  of  the  revaluation  less  any  subsequent  impairment  losses. 

If  a  heritage  asset's  carrying  amount  is  increased  as  a  result  of  a  revaluation,  the  increase  is  credited  directly  to  a  revaluation 
surplus.  However,  the  increase  is  recognised  in  surplus  or  deficit  to  the  extent  that  it  reverses  a  revaluation  decrease  of  the 
same  heritage  asset  previously  recognised  in  surplus  or  deficit. 

If  a  heritage  asset’s  carrying  amount  is  decreased  as  a  result  of  a  revaluation,  the  decrease  is  recognised  in  surplus  or  deficit. 
However,  the  decrease  is  debited  directly  to  a  revaluation  surplus  to  the  extent  of  any  credit  balance  existing  in  the  revaluation 
surplus  in  respect  of  that  heritage  asset. 

Impalrment 

The  municipality  assess  at  each  reporting  date  whether  there  is  an  indication  that  it  may  be  impaired.  If  any  such  indication 
exists,  the  municipality  estimates  the  recoverable  amount  or  the  recoverable  service  amount  of  the  heritage  asset. 

Transfers 

Transfers  ffom  heritage  assets  are  only  made  when  the  particular  asset  no  longer  meets  the  definition  of  a  heritage  asset. 
Transfers  to  heritage  assets  are  only  made  when  the  asset  meets  the  definition  of  a  heritage  asset. 

Derecognitlon 

The  municipality  derecognises  heritage  asset  on  disposal,  or  when  no  future  economic  benefits  or  service  potential  are 
expected  from  its  use  or  disposal. 

The  gain  or  loss  arising  from  the  derecognition  of  a  heritage  asset  is  determined  as  the  difference  between  the  net  disposal 
proceeds,  if  any,  and  the  carrying  amount  of  the  heritage  asset.  Such  difference  is  recognised  in  surplus  or  deficit  when  the 
heritage  asset  is  derecognised. 

1.8  Financlal  instruments 

A  financial  instrument  is  any  contract  that  gives  rise  to  a  financial  asset  of  one  entity  and  a  financial  liability  or  a  residual 
interest  of  another  entity. 

The  amortised  cost  of  a  financial  asset  or  financial  liability  is  the  amount  at  which  the  financial  asset  or  financial  liability  is 
measured  at  initial  recognition  minus  principal  repayments,  plus  or  minus  the  cumulative  amortisation  using  the  effective 
interest  method  of  any  difference  between  that  initial  amount  and  the  maturity  amount,  and  minus  any  reduction  (directly  or 
through  the  use  of  an  allowance  account)  for  impairment  or  uncollectibility. 

Credit  risk  is  the  risk  that  one  party  to  a  financial  instrument  will  cause  a  financial  loss  for  the  other  party  by  failing  to  discharge 
an  obligation. 

Currency  risk  is  the  risk  that  the  feir  value  or  future  cash  flows  of  a  financial  instrument  will  fluctuate  because  of  changes  in 
foreign  exchange  rates. 

Derecognition  is  the  removal  of  a  previously  recognised  financial  asset  or  financial  liability  ffom  an  entity’s  statement  of 
financial  position. 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 

Accounting  Policies 


1 .8  Financial  Instruments  (continued) 

A  derivative  is  a  financial  instrument  or  other  contract  with  all  three  of  the  following  characteristics- 

foraiantv^Tnni1  T  086  ft0  the  Change  in  3  sPecified  interest  rate.  financial  instrument  price,  commodity  price 

L  nnn  ti^n^fJI9  W1  pnces  or rates.  credit rating or credit index,  or other  variable,  provided  in  the caseof 

a  non-financial  variable  that  the  variable  is  not  specific  to  a  party  to  the  contract  (sometimes  called  the  'underlvino’1 

oflSntraft"  th1  nttia  nw  ilvestment  or  an  initial  net  investment  that  is  smaller  than  would  be  required  for  other  types 
•  ttkasuSat'1 faT d  beexpected  to  have  a  similar  response  to  changes  in  market  factora^ 


Sanriai  9  ^  e.ffectlve  mterest  rate-  an  entlty  shaii  estimate  cash  flows  considering  all  contractual  terms  of  the 

SmSaftenStrMhen}  (°r  9TP  °f  finanCia'  "fe 

contractual  term  of  the  financial  instrument  (or  group  of  financial  instruments). 

A  financial  asset  is: 

•  cash; 

•  a  residual  interest  of  another  entity;  or 

•  a  contractual  rightto: 

reoeive  cash  or  another  financial  asset  from  another  entity;  or 
favourablStheentity31  °r  financiai  liabilities  with  another  entity  under  conditions  that  are  potentially 

A  financia!  guarantee  contract  is  a  contractthat  requires  the  issuer  to  make  specified  payments  to  reimburse  the  holderfbr  a 

5S ]££££"*  “  8P“  d*tor  “  “  make  pa,mem  wta’ d” —  »e ‘f , 

A  financial  liability  is  any  liability  that  is  a  contractual  obligation  to: 

•  deliver  cash  or  another  financial  asset  to  another  entity;  or 

exchange  financial  assets  or  financial  liabilities  under  conditions  that  are  potentially  unfavourable  to  the  entity. 

TSlfeTintere^rateT6  that the Va'Ue  °f  fUtUre  “*h  flows  of  a financial  instroment will  fluctuate  because of  changes  in 

Itabiiilte  by  aTn%  in  the  event  of  difficulty in  meeting  obligations  associated  with  financial 

Habilities  that  are  settled  by  delivering  cash  or  another  financial  asset. 

marlraf  HritUt  the  fair  value  or  future  cash  flows  of  8  financiei  instrument  will  fluctuate  because  of  changes  in 

market  pnces.  Market  risk  comprises  three  types  of  risk:  currency  risk,  interest  rate  risk  and  other  price  risk.  9 

Oflier  price  risk  is  the  risk  that  the  fair  value  or  future  cash  flows  of  a  financial  instrument  will  fluctuate  because  of  chanae<  in 
markf  (other  then  those  arising  from  interest  rate  risk  or  currency  risk),  whether  those  changes  are  caused  bv  factors 
specific  to  the  mdmdual  financial  instrument  or  its  issuer,  or  factors  affecting  all  similar  financial  instruments  traded  te  th? 

A  financial  asset  is  Pastdue  when  a  counterparty  has  failed  to  make  a  paymentwhen  contractually  due. 

'?  jny  contract  that  manifests  an  interest  in  the  assets  of  an  entity  after deducting  all  of  its  liabilities  A 
residual  interest  includes  contnbutions  from  owners,  which  may  be  shown  as: 

•  equity  instruments  or  similar  forms  of  unitised  capital; 
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1 .8  Financial^  uistruments  (  '  transfer  0f  resources  (or  a  class  of  such  transfers)  by  the  parties  to  the  transaction  as 

foSg  oartS  entity’s  net  assete,  either  before  the  contribution  occurs  or  atthe  t,me  of  the  contnbubon  or 

-  a  formal^agreement,  in  relation  to  the  contribution,  establishing  or  increasing  an  existing  financial  interest  in  the  net 

assets  of  an  entity. 

Transadion  costs  are  incremental  costs  that  are  directly  attributable  to  the  acquisition,  issue  or  disposal  of  a  financial  asset  or 
financid  liability.  An  incremental  cost  is  one  that  would  not  have  been  incurred  if  the  entity  had  not  acquired,  issued  or 
disposed  of  the  financial  instrument. 

Financial  instruments  at  amortised  cost  are  non-derivative  financial  assets  or  non-derivative  financial  liabilities  that  have  fixed 
or  determinable  payments,  excluding  those  instruments  that: 

•  the  entity  designates  at  fair  value  at  initial  recognition;  or 

•  are  held  for  trading. 

Financial  instrumente  at  cost  are  investments  in  residual  interests  that  do  not  have  a  quoted  market  price  in  an  adive  market, 
and  whose  fair  value  cannot  be  reliably  measured. 

Financial  instruments  atfair  value  comprise  financial  assets  or  financial  liabilities  that  are: 

•  derivatives; 

•  combined  instruments  that  are  designated  at  fair  value; 

-  instruments  held  fortrading.  A  financial  instrument  is  held  for  trading  if: 

-  itis  acquired  or incurred principally for the  purpose of  selling  or repurchasing  it  in  the near-term  or 

-  on  initial  recognition  it  is  part  of  a  portfolio  of  identified  financial  instruments  that  are  managed  together  and  for 

i*iKirh  thpn»  is  evidence  of  a  recent  adual  pattern  of  short  term  profit-taking,  .  .  .  _ . 

-  h  hnorvderivative  financial  assets  or  financial  liabilities  with  fixed  or  detemninable  payments  that  are  designated  at 

?'r  VfinanciarSlum°entfS  meet  the  definition  of  financial  instruments  at  amortised  cost  or  financial 
instruments  at  cost. 

Initial  recognition 

The  entity  recognises  a  financial  asset  or  a  financial  liability  in  ite  statement  of  financial  position  when  the  entity  becomes  a 
party  to  the  contradual  provisions  of  the  instrument. 

The  entity  recognises  financial  assets  using  trade  date  accounting. 


Initial  measurement  of  financial  assets  and  financial  liabilities 

The entity  measures  a financial  asset and  financial  liability  initially  atite fakvalue plus transadion  coste  that are diredly 
attributable  to  the  acquisition  or  issue  of  the  financial  asset  or  financial  liabmty. 

The  entity  measures  a  financial  asset  and  financial  liability  initially  at  its  fair  value  [if  subsequently  measured  at  fair  value]. 

“  Pfrt0,aas'S“bSlhS.“nM  »ith  th.  Framework  for  th®  Preparation  anri  pmaantaloh  of  Finahcial  Statamants, 

.  •»  GRAP  *<“  HomaxchansteTransactions 

(Taxes  and  Transfers),  where  it  is  the  recipient  of  the  loan. 


Subsequent  measurement  of  flnancial  aseets  and  financial  liabilities 

The  entity  measures  all  financial  assets  and  financial  liabilities  after  initial  recognition  using  the  following  categories: 

•  Financial  instruments  at  fair  value. 

•  Financial  instruments  at  amortised  cost. 

•  Financial  instruments  at  cost. 

All  financial  assets  measured  at  amortised  cost,  or  cost,  are  subjed  to  an  impairment  review. 
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1.8  Financial  fnstruments  (contlnued) 

Derecognition 
Financial  assets 

The  entity  derecognises  financial  assets  using  trade  date  accounting. 

The  entity  derecognises  a  financial  asset  only  when: 

•  the  contractual  rights  to  the  cash  flows  from  the  financial  asset  expire,  are  settled  or  waived; 

•  the  entity  transfers  to  another  party  substantially  all  of  the  risks  and  rewards  of  ownership  of  the  financial  asset;  or 

•  the  entity,  despite  having  retained  some  significant  risks  and  rewards  of  ownership  of  the  financial  asset,  has 
transferred  control  of  the  asset  to  another  party  and  the  other  party  has  the  practical  ability  to  sell  the  asset  in  its 
entirety  to  an  unrelated  third  party,  and  is  able  to  exercise  that  ability  unilaterally  and  without  needing  to  impose 
additional  restrictions  on  the  transfer.  In  this  case,  the  entity  : 

derecognise  the  asset;  and 

recognise  separately  any  rights  and  obligations  created  or  retained  in  the  transfer. 

The  carrying  amounts  of  the  transferred  asset  are  allocated  between  the  rights  or  obligations  retained  and  those  transferred  on 
the  basis  of  their  relative  fair  values  at  the  transfer  date.  Newly  created  rights  and  obligations  are  measured  at  their  fair  values 
at  that  date.  Any  difference  between  the  consideration  received  and  the  amounts  recognised  and  derecognised  is  recognised 
in  surplus  or  deficit  in  the  period  of  the  transfer. 

If  the  entity  transfers  a  financial  asset  in  a  transfer  that  qualifies  for  derecognition  in  its  entirety  and  retains  the  right  to  service 
the  financial  asset  fbr  a  fee,  it  recognise  either  a  servicing  asset  or  a  servicing  liability  for  that  servicing  contract.  If  the  fee  to  be 
received  is  not  expected  to  compensate  the  entity  adequately  for  performing  the  servicing,  a  servicing  liability  for  the  servicing 
obligation  is  recognised  at  its  fair  value.  If  the  fee  to  be  received  is  expected  to  be  more  than  adequate  compensation  for  the 
servicing,  a  servicing  asset  is  recognised  for  the  servicing  right  at  an  amount  determined  on  the  basis  of  an  allocation  of  the 
carrying  amountof  the  larger  financial  asset. 

If,  as  a  result  of  a  transfer,  a  financial  asset  is  derecognised  in  its  entirety  but  the  transfer  results  in  the  entity  obtaining  a  new 
financial  asset  or  assuming  a  new  financial  iiability,  or  a  servicing  liability,  the  entity  recognise  the  new  financial  asset,  financial 
liability  or  servicing  liability  at  feir  value. 

On  derecognition  of  a  financial  asset  in  its  entirety,  the  difference  between  the  carrying  amount  and  the  sum  of  the 
consideration  received  is  recognised  in  surplus  or  deficit. 

If  the  transferred  asset  is  part  of  a  larger  financial  asset  and  the  part  transferred  qualifies  for  derecognition  in  its  entirety,  the 
previous  carrying  amount  of  the  larger  financial  asset  is  allocated  between  the  part  that  continues  to  be  recognised  and  the  part 
that  is  derecognised,  based  on  the  relative  fair  values  of  those  parts,  on  the  date  of  the  transfer.  For  this  purpose,  a  retained 
servicing  asset  is  treated  as  a  part  that  continues  to  be  reoognised.  The  difference  between  the  carrying  amount  allocated  to 
the  part  derecognised  and  the  sum  of  the  oonsideration  received  for  the  part  derecognised  is  recognised  in  surplus  or  deficit. 

If  a  transfer  does  not  result  in  derecognition  because  the  entity  has  retained  substantially  all  the  risks  and  rewards  of  ownership 
of  the  transferred  asset,  the  entity  continue  to  recognise  the  transferred  asset  in  its  entirety  and  recognise  a  financial  liability  for 
the  consideration  received.  In  subsequent  periods,  the  entity  recognises  any  revenue  on  the  transferred  asset  and  any  expense 
incurred  on  the  financial  liability.  Neitherthe  asset,  and  the  associated  liability  nor  the  revenue,  and  the  associated  expenses 
are  offset. 

Financlal  llabilities 

The  entity  removes  a  financial  liability  (or  a  part  of  a  financial  liability)  from  its  statement  of  financial  position  when  it  s 
extinguished  —  i.e.  when  the  obligation  specified  in  the  contract  is  discharged,  cancelled,  expires  or  waived. 

An  exchange  between  an  existing  borrower  and  lender  of  debt  instruments  with  substantially  different  terms  is  accounted  for  as 
having  extinguished  the  original  financial  liability  and  a  new  financial  liability  is  recognised.  Similarly,  a  substantial  modification 
of  the  terms  of  an  existing  financial  liability  or  a  part  of  it  is  accounted  for  as  having  extinguished  the  original  financial  liability 
and  having  recognised  a  new  financial  liability. 
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1 .8  Financial  instruments  (continued) 

The  difference  between  the  carrying  amount  of  a  financial  liability  (or  part  of  a  financial  liability)  extinguished  or  transferred  to 
another  party  and  the  consideration  paid,  including  any  non-cash  assets  transfeired  or  liabilities  assumed,  is  recognised  in 
surplus  or  deficit.  Any  liabilities  that  are  waived,  fbrgiven  or  assumed  by  another  entity  by  way  of  a  non-exchange  transaction 
are  accounted  fbr  in  accordance  with  the  Standard  of  GRAP  on  Revenue  from  Non-exchange  Transactions  (Taxes  and 
Transfers). 

Presentation 

Interest  relating  to  a  financial  instrument  or  a  component  that  is  a  financial  liability  is  recognised  as  revenue  or  expense  in 
surplus  or  deficit. 

Dividends  or  similar  distributions  relating  to  a  financial  instrument  or  a  component  that  is  a  financial  liability  is  recognised  as 
revenue  or  expense  in  surplus  or  deficit. 

Losses  and  gains  relating  to  a  financial  instrument  or  a  component  that  is  a  financial  liability  is  recognised  as  revenue  or 
expense  in  surplus  or  deficit 

Distributions  to  holders  of  residual  interests  are  recognised  by  the  entity  directly  in  net  assets.  Transaction  costs  incurred  on 
residual  interests  are  accounted  for  as  a  deduction  from  net  assets.  Income  tax  [where  applicable]  relating  to  distributions  to 
holders  of  residual  interests  and  to  transaction  costs  incurred  on  residual  interests  are  accounted  for  in  accordance  with  the 
International  Accounting  Standard  on  Income  Taxes. 

A  financial  asset  and  a  financial  liability  are  only  offset  and  the  net  amount  presented  in  the  statement  of  financial  position 
when  the  entity  currently  has  a  legally  enforceable  right  to  set  off  the  recognised  amounts  and  intends  either  to  settle  on  a  net 
basis,  or  to  realise  the  asset  and  settle  the  liability  simultaneously. 

In  accounting  for  a  transfer  of  a  financial  asset  that  does  not  qualify  for  derecognition,  the  entity  does  not  offset  the  transferred 
asset  and  the  associated  liability. 

1.9  Leases 

A  lease  is  classified  as  a  finance  lease  if  it  transfers  substantially  all  the  risks  and  rewards  incidental  to  ownership.  A  lease  is 
classified  as  an  operating  iease  if  it  does  not  transfer  substantially  all  the  risks  and  rewards  incidental  to  ownership. 

When  a  lease  includes  both  land  and  buildings  elements,  the  entity  assesses  the  classification  of  each  element  separately. 

Finance  leases  -  lessee 

Finance  leases  are  recognised  as  assets  and  liabilities  in  the  statement  of  financial  position  at  amounts  equal  to  the  feir  value 
of  the  leased  property  or,  if  lower,  the  present  value  of  the  minimum  lease  payments.  The  corresponding  liability  to  the  lessor  is 
included  in  the  statement  of  financial  position  as  a  finance  lease  obligation. 

The  discount  rate  used  in  calculating  the  present  value  of  the  minimum  lease  payments  is  the . 

Minimum  lease  payments  are  apportioned  between  the  finance  charge  and  reduction  of  the  outstanding  liability.  The  finance 
charge  is  allocated  to  each  period  during  the  lease  term  so  as  to  produce  a  constant  periodic  rate  of  on  the  remaining  balance 
of  the  liability. 

Any  contingent  rents  are  expensed  in  the  period  in  which  they  are  incurred. 
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1 .9  Statutory  recei vables  (continued) 

Operating  leases  -  lessor 

Operating  lease  revenue  is  recognised  as  revenue  on  a  straight-line  basis  overthe  lease  term. 

Initial  direct  costs  incurred  in  negotiating  and  arranging  operating  leases  are  added  to  the  carrying  amount  of  the  leased  asset 
and  recognised  as  an  expense  overthe  lease  term  on  the  same  basis  as  the  lease  revenue. 

The  aggregate  cost  of  incentives  is  recognised  as  a  reduction  of  rental  revenue  over  the  lease  term  on  a  straight-line  basis. 
The  aggregate  benefit  of  incentives  is  recognised  as  a  reduction  of  rental  expense  over  the  lease  term  on  a  straight-line  basis. 
Income  for  leases  is  disclosed  under  revenue  in  statement  of  financial  performance. 

Operating  leases  -  lessee 

Operating  lease  payments  are  recognised  as  an  expense  on  a  straight-line  basis  over  the  lease  term.  The  difference  between 
the  amounts  recognised  as  an  expense  and  the  contractual  payments  are  recognised  as  an  operating  lease  asset  or  liability. 

1.10  Inventories 

Inventories  are  initially  measured  at  cost  except  where  inventories  are  acquired  through  a  non-exchange  transaction,  then  their 
costs  are  their  fair  value  as  at  the  date  of  acquisition. 

Subsequently  inventories  are  measured  at  the  lower  of  cost  and  net  realisable  value. 

Inventories  are  measured  at  the  lower  of  cost  and  current  replacement  cost  where  they  are  held  for; 

•  distribution  at  no  charge  orfbr  a  nominal  charge;  or 

•  consumption  in  the  production  process  of  goods  to  be  distributed  at  no  charge  or  fbr  a  nominal  charge. 

Net  realisable  value  is  the  estimated  selling  price  in  the  ordinary  course  of  operations  less  the  estimated  costs  of  completion 
and  the  estimated  costs  necessary  to  make  the  sale,  exchange  or  distribution. 

Current  replacement  cost  is  the  cost  the  municipality  incurs  to  acquire  the  asset  on  the  reporting  date. 

The  cost  of  inventories  comprises  of  all  costs  of  purchase,  costs  of  conversion  and  other  costs  incurred  in  bringing  the 
inventories  to  their  present  location  and  condition. 

The  cost  of  inventories  of  items  that  are  not  ordinarily  intenchangeable  and  goods  or  services  produced  and  segregated  fbr 
specific  projects  is  assigned  using  specific  identification  of  the  individual  costs. 

The  cost  of  inventories  is  assigned  using  the  weighted  average  cost  fbrmula.  The  same  cost  fbrmula  is  used  fbr  all  inventories 
having  a  similar  nature  and  use  to  the  municipality. 

1.11  Construction  contracts  and  recelvables 

Construction  contract  is  a  contract,  or  a  similar  binding  arrangement,  specifically  negotiated  for  the  construction  of  an  asset  or 
a  combination  of  assets  that  are  closely  interrelated  or  interdependent  in  terms  of  their  design,  technology  and  function  or  their 
ultimate  purpose  or  use. 

Contractor  is  an  entity  that  perfbrms  construction  work  pursuant  to  a  construction  contract. 

Cost  plus  or  cost  based  contract  is  a  construction  contract  in  which  the  contractor  is  reimbursed  for  allowable  or  otherwise 
defined  costs  and,  in  the  case  of  a  commercially-based  contract,  an  additional  percentage  of  these  costs  or  a  fixed  fee,  if  any. 

Fixed  price  contract  is  a  construction  contract  in  which  the  contractor  agrees  to  a  fixed  contract  price,  or  a  fixed  rate  per  unrt  of 
output,  which  in  some  cases  is  subject  to  cost  escalation  clauses. 

A  contractor  is  an  entity  that  enters  into  a  contract  to  build  structures,  construct  facilities,  produce  goods,  or  render  services  to 
the  specifications  of  another  entity  either  itself  or  through  the  use  of  sub-contractors.  The  term  "contractof  thus  includes  a 
general  or  prime  contractor,  a  subcontractor  to  a  general  contractor,  or  a  constmction  manager. 
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1.11  Construction  contracts  and  receivables  (continued) 

The  entity  assesses  the  terms  and  conditions  of  each  contract  concluded  with  customers  to  establish  whether  the  contract  is  a 
construction  contract  or  not  In  assessing  whetherthe  contract  is  a  construction  contract,  an  entity  considers  whether  it  is  a 
contractor. 

Where  the  outcome  of  a  construction  contract  can  be  estimated  reliably,  contract  revenue  and  costs  are  recognised  by 
reference  to  the  stage  of  completion  of  the  contract  activity  at  the  reporting  date,  as  measured  by  . 

Variations  in  contract  work,  claims  and  incentive  payments  are  included  to  the  extent  that  they  have  been  agreed  with  the 
customer. 

When  the  outcome  of  a  construction  contract  cannot  be  estimated  reliably,  contract  revenue  is  recognised  to  the  extent  that 
contract  costs  incurred  are  recoverable.  Contract  costs  are  recognised  as  an  expense  in  the  period  in  which  they  are  incurred. 

When  it  is  probable  that  total  contract  costs  will  exceed  total  contract  revenue,  the  expected  deficit  is  recognised  as  an 
expense  immediately. 

1.12  Impairment  of  cash-generating  assets 

Cash-generating  assets  are  assets  managed  with  the  objective  of  generating  a  commercial  return.  An  asset  generates  a 
commercial  return  when  it  is  deployed  in  a  manner  consistent  with  that  adopted  by  a  profit-oriented  entity. 

Impairment  is  a  loss  in  the  future  economic  benefits  or  service  potential  of  an  asset,  over  and  above  the  systematic  recognition 
of  the  loss  of  the  asset's  future  economic  benefits  or  service  potential  through  depreciation  (amortisation). 

Carrying  amount  is  the  amount  at  which  an  asset  is  recognised  in  the  statement  of  financial  position  after  deducting  any 
accumulated  depreciation  and  accumulated  impairment  losses  thereon. 

A  cash-generating  unit  is  the  smallest  identifiable  group  of  assets  managed  with  the  objective  of  generating  a  commercial 
retum  that  generates  cash  inflows  from  continuing  use  that  are  largely  independent  of  the  cash  inflows  from  other  assets  or 
groups  of  assets. 

Costs  of  disposal  are  incremental  costs  directly  attributable  to  the  disposal  of  an  asset,  excluding  finance  costs  and  income  tax 
expense. 

Depreciation  (Amortisation)  is  the  systematic  allocation  of  the  depreciable  amount  of  an  asset  over  its  useful  life. 

Fair  value  less  costs  to  sell  is  the  amount  obtainable  from  the  sale  of  an  asset  in  an  arm's  length  transaction  between 
knowledgeable,  willing  parties,  less  the  costs  of  disposal. 

Recoverable  amount  of  an  asset  or  a  cash-generating  unit  is  the  higher  its  fair  value  less  costs  to  sell  and  its  value  in  use. 
Useful  life  is  either: 

(a)  the  period  of  time  over  which  an  asset  is  expected  to  be  used  by  the  municipality;  or 

(b)  the  number  of  production  or  similar  units  expected  to  be  obtained  from  the  asset  by  the  municipality. 

Criteria  developed  by  the  municipality  to  distinguish  cash-generating  assets  from  non-cash-generating  assets  are  as  follow: 

Identification 

When  the  carrying  amount  of  a  cash-generating  asset  exceeds  its  recoverable  amount,  it  is  impaired. 

The  municipality  assesses  at  each  reporting  date  whether  there  is  any  indication  that  a  cash-generating  asset  may  be 
impaired.  If  any  such  indication  exists,  the  municipality  estimates  the  recoverable  amount  of  the  asset. 

Irrespective  of  whether  there  is  any  indication  of  impalrment,  the  municipality  also  test  a  cash-generating  intangible  asset  with 
an  indefinite  useful  life  or  a  cash-generating  intangible  asset  not  yet  available  for  use  for  impairment  annually  by  comparing  its 
carrying  amount  with  its  recoverable  amount.  This  impairment  test  is  performed  at  the  same  time  every  year.  If  an  intangible 
asset  was  initially  recognised  during  the  current  reporting  period,  that  intangible  asset  was  tested  for  impairment  before  the  end 
of  the  current  reporting  period. 
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1.12  Impairment  of  cash-generating  assets  (contlnued) 

Vaiue  In  use 

Value  in  use  of  a  cash-generating  asset  is  the  present  value  of  the  estimated  future  cash  flows  expected  to  be  derived  fram  the 
continuing  use  of  an  asset  and  firom  its  disposal  at  the  end  of  its  useful  life. 

When  estimating  the  value  in  use  of  an  asset  the  municipality  estimates  the  future  cash  inflows  and  outflows  to  be  derived 
ffom  continuing  use  of  the  asset  and  ffom  its  ultimate  disposal  and  the  municipality  applies  the  apprapriate  discount  rate  to 
those  future  cash  flows. 

Basis  for  estimates  of  future  cash  flows 

In  measuring  value  in  use  the  municipality: 

•  base  cash  flow  projections  on  reasonable  and  supportable  assumptions  that  represent  management's  best  estimate 
of  the  range  of  economic  conditions  that  will  exist  over  the  remaining  useful  life  of  the  asset.  Greater  weight  is  given 
to  external  evidence; 

•  base  cash  flow  projections  on  the  most  recent  approved  financial  budgets/forecasts,  but  excludes  any  estimated 
future  cash  inflows  or  outflows  expected  to  arise  ffom  future  restructuring's  or  from  Improving  or  enhancing  the 
assefs  performance.  Projections  based  on  these  budgets/forecasts  covers  a  maximum  period  of  five  years,  unless  a 
longer  period  can  be  justified;  and 

•  estimate  cash  flow  projections  beyond  the  period  covered  by  the  most  recent  budgets/forecasts  by  extrapolating  the 
projections  based  on  the  budgets/forecasts  using  a  steady  or  declining  growth  rate  for  subsequent  years,  unless  an 
increasing  rate  can  be  justified.  This  growth  rate  does  not  exceed  the  long-term  average  growth  rate  for  the 
products,  industries,  or  country  or  countries  in  which  the  entity  operates,  or  for  the  market  in  which  the  asset  is  used, 
unless  a  higher  rate  can  be  justified. 

Composition  of  estimates  of  future  cash  flows 

Estimates  of  future  cash  flows  include: 

•  projections  of  cash  inflows  from  the  continuing  use  of  the  asset; 

•  projections  of  cash  outflows  that  are  necessarily  incurred  to  generate  the  cash  inflows  ffom  continuing  use  of  the 
asset  (Including  cash  outflows  to  prepare  the  asset  for  use)  and  can  be  directly  attributed,  or  allocated  on  a 
reasonable  and  consistent  basis,  to  the  asset;  and 

•  net  cash  flows,  if  any,  to  be  received  (or  paid)  fbr  the  disposal  of  the  asset  at  the  end  of  rts  useful  life. 

Estimates  of  future  cash  flows  exclude: 

•  cash  inflows  or  outflows  ffom  financing  activities;  and 

•  income  tax  receipts  or  payments, 

The  estimate  of  net  cash  flows  to  be  received  (or  paid)  for  the  disposal  of  an  asset  at  the  end  of  its  useful  life  is  the  amount  that 
the  municipalrty  expects  to  obtain  ffom  the  disposal  of  the  asset  in  an  arm's  length  transaction  between  knowledgeable,  willing 
parties,  after  deducting  the  estimated  costs  of  disposal. 

Recognition  and  measurement  (individual  asset) 

If  the  recoverable  amount  of  a  cash-generating  asset  is  less  than  its  carrying  amount,  the  carrying  amount  of  the  asset  is 
reduced  to  its  necoverable  amount.  This  reduction  is  an  impairment  loss. 

An  impairment  loss  is  recognised  immediately  in  surplus  ordeficit. 

Any  impairment  loss  of  a  revalued  cash-generating  asset  is  treated  as  a  revaluation  decrease. 

When  the  amount  estimated  for  an  impairment  loss  is  greater  than  the  carrying  amount  of  the  cash-generating  asset  to  which  it 
relates,  the  municipality  recognises  a  liability  only  to  the  extent  that  is  a  requirement  in  the  Standard  of  GRAP. 

After  the  recognition  of  an  impairment  loss,  the  depreciation  (amortisation)  charge  fbr  the  cash-generating  asset  is  adjusted  in 
future  periods  to  allocate  the  cash-generating  asset's  revised  carrying  amount,  less  its  residual  value  (if  any),  on  a  systematic 
basis  over  its  remaining  useful  life. 
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1.12  Impairment  of  cash-generating  assets  (continued) 

Cash-generatlng  units 

If  there  is  any  indication  that  an  asset  may  be  impaired,  the  recoverable  amount  is  estimated  fbr  the  individual  asset.  If  it  is  not 
possible  to  estimate  the  recoverable  amount  of  the  individual  asset,  the  municipality  determines  the  recoverable  amount  of  the 
cash-generating  unit  to  which  the  asset  belongs  (the  asset’s  cash-generating  unit). 

If  an  active  market  exists  for  the  output  produced  by  an  asset  or  group  of  assets,  that  asset  or  group  of  assets  is  identified  as  a 
cash-generating  unit,  even  if  some  or  all  of  the  output  is  used  internally.  If  the  cash  inflows  generated  by  any  asset  or  cash- 
generating  unit  are  affected  by  internal  transfer  pricing,  the  municipality  use  management's  best  estimate  of  future  price(s)  that 
could  be  achieved  in  arm’s  length  transactions  in  estimating: 

•  the  future  cash  inflows  used  to  determine  the  asset's  or  cash-generating  unit’s  value  in  use;  and 

•  the  future  cash  outflows  used  to  determine  the  value  in  use  of  any  other  assets  or  cash-generating  units  that  are 
affected  by  the  internal  transfer  pricing. 

Cash-generating  units  are  identified  consistently  from  period  to  period  fbr  the  same  asset  or  types  of  assets,  unless  a  change 
is  justified. 

The  carrying  amount  of  a  cash-generating  unit  is  determined  on  a  basis  consistent  with  the  way  the  recoverable  amount  of  the 
cash-penerating  unit  is  determined. 

An  impairment  loss  is  recognised  for  a  cash-generating  unit  if  the  recoverable  amount  of  the  unit  is  less  than  the  carrying 
amount  of  the  unit.  The  impairment  is  allocated  to  reduce  the  carrying  amount  of  the  cash-generating  assets  of  the  unit  on  a 
pro  rata  basis,  based  on  the  carrying  amount  of  each  asset  in  the  unit.  These  reductions  in  carrying  amounts  are  treated  as 
impairment  losses  on  individual  assets. 

In  allocating  an  impairment  loss,  the  entity  does  not  reduce  the  carrying  amount  of  an  asset  below  the  highest  ofi 

•  its  fair  value  less  costs  to  sell  (if  determinable); 

•  its  value  in  use  (if  determinable);  and 

•  zero. 

The  amount  of  the  impaimnent  loss  that  would  otherwise  have  been  allocated  to  the  asset  is  allocated  pro  rata  to  the  other 
cash-generating  assets  of  the  unit 

Where  a  non-cash-generating  asset  contributes  to  a  cash-generating  unit,  a  proportion  of  the  carrying  amount  of  that  non- 
cash-generating  asset  is  allocated  to  the  carrying  amount  of  the  cash-generating  unit  prior  to  estimation  of  the  recoverable 
amountof  the  cash-generating  unit. 


23 


Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 

Accounting  Policies 


1.12  Impalrmentof  cash-generatlng  assets  (continued) 

Reversal  of  impairment  loss 

The  municipality  assess  at  each  reporting  date  whether  there  is  any  indication  that  an  impairment  loss  recognised  in  prior 
periods  for  a  cash-generating  asset  may  no  longer  exist  or  may  have  decreased.  If  any  such  indication  exists,  the  entity 
estimates  the  recoverable  amount  of  that  asset. 

An  impairment  loss  recognised  in  prior  periods  for  a  cash-generating  asset  is  reversed  if  there  has  been  a  change  in  the 
estimates  used  to  determine  the  asset’s  recoverable  amount  since  the  last  impairment  ioss  was  recognised.  The  carrying 
amount  of  the  asset  is  increased  to  its  recoverable  amount  The  increase  is  a  reversal  of  an  impairment  loss.  The  increased 
carrying  amount  of  an  asset  attributable  to  a  reversal  of  an  impairment  loss  does  not  exceed  the  carrying  amount  that  would 
have  been  determined  (net  of  depreciation  or  amortisation)  had  no  impairment  loss  been  recognised  fbrthe  asset  in  prior 
periods. 

A  reversal  of  an  impairment  loss  fbr  a  cash-generating  asset  is  recognised  immediately  in  surplus  or  deficit. 

Any  reversal  of  an  impairment  loss  of  a  revalued  cash-generating  asset  is  treated  as  a  revaluation  increase. 

After  a  reversal  of  an  impairment  loss  is  recognised,  the  depreciation  (amortisation)  charge  fbr  the  cash-generating  asset  is 
adjusted  in  future  periods  to  allocate  the  cash-generating  asset’s  revised  carrying  amount,  less  its  residual  value  (if  any),  on  a 
systematic  basis  over  its  remaining  useful  life. 

A  reversal  of  an  impairment  loss  for  a  cash-generating  unit  is  allocated  to  the  cash-generating  assets  of  the  unit  pro  rata  with 
the  carrying  amounts  of  those  assets.  These  increases  in  carrying  amounts  aretreated  as  reversals  of  impairment  losses  for 
individual  assets.  No  part  of  the  amount  of  such  a  reversal  is  allocated  to  a  non-cash-generating  asset  contributing  service 
potential  to  a  cash-generating  unit. 

In  allocating  a  reversal  of  an  impaimnent  loss  for  a  cash-generating  unitt  the  carrying  amount  of  an  asset  is  not  increased  above 
the  lower  of: 

•  its  recoverable  amount  (if  detemninable);  and 

*  the  canying  amount  that  would  have  been  determined  (net  of  amortisation  or  depreclation)  had  no  impaimnent  loss 
been  recognised  for  the  asset  in  prior  periods. 

The  amount  of  the  reversal  of  the  impairment  loss  that  would  otherwise  have  been  allocated  to  the  asset  is  allocated  pro  rata  to 
the  other  assets  of  the  unit. 

Redesignation 

The  redesignation  of  assets  from  a  cash-generating  assetto  a  non-cash-generating  asset  orfrom  a  non-cash-generating  asset 
to  a  cash-generating  asset  only  occur  when  there  is  clear  evidence  that  such  a  nedesignation  is  appropriate. 

1.13  Impairment  of  non-cash-generatlng  assets 

Cash-generating  assets  are  assets  managed  with  the  objective  of  generating  a  commercial  return.  An  asset  generates  a 
commercial  retum  when  it  is  deployed  in  a  manner  consistent  with  that  adopted  by  a  profit-oriented  entity. 

Non-cash-generating  assets  are  assets  otherthan  cash-generating  assets. 

Impairment  is  a  loss  in  the  future  economic  benefits  or  service  potential  of  an  asset  over  and  above  the  systematic  recognition 
of  the  loss  of  the  asset's  future  economic  benefits  orservice  potential  through  depreciation  (amortisation). 

Carrying  amount  is  the  amount  at  which  an  asset  ts  recognised  in  the  statement  of  financial  position  after  deducting  any 
accumulated  depreciation  and  accumulated  impaimnent  losses  thereon. 

A  cash-generating  unit  is  the  smallest  identifiable  group  of  assets  managed  with  the  objective  of  generating  a  commercial 
return  that  generates  cash  inflows  from  continuing  use  that  are  largely  independent  of  the  cash  inflows  from  other  assets  or 
groups  of  assets. 

Costs  of  disposal  are  incremental  costs  directly  attributable  to  the  disposal  of  an  asset,  excluding  finance  costs  and  income  tax 
expense. 
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1.13  Impairment  of  non-cash-generating  assets  (contlnued) 

Depreciation  (Amortisation)  is  the  systematic  allocation  of  the  depreciable  amount  of  an  asset  over  its  useful  life, 

Fair  value  less  costs  to  sell  is  the  amount  obtainable  from  the  sale  of  an  asset  in  an  arm’s  length  transaction  between 
knowledgeable,  willing  parties,  less  the  costs  of  disposal. 

Recoverable  service  amount  is  the  higher  of  a  non-cash-generating  asset’s  fair  value  less  costs  to  sell  and  its  value  in  use. 
Useful  life  is  either: 

(a)  the  period  of  time  over  which  an  asset  is  expected  to  be  used  by  the  municipality;  or 

(b)  the  number  of  production  or  similar  units  expected  to  be  obtained  from  the  asset  by  the  municipality. 

Criteria  developed  by  the  municipality  to  distlnguish  non-cash-generating  assets  from  cash-generating  assets  are  as  follow: 
[Specify  criteria] 

Identification 

When  the  carrying  amount  of  a  non-cash-generating  asset  exceeds  its  recoverable  service  amount,  it  is  impaired. 

The  municipality  assesses  at  each  reporting  date  whether  there  is  any  indication  that  a  non-cash-generating  asset  may  be 
impaired.  If  any  such  indication  exlsts,  the  municipality  estimates  the  recoverable  service  amount  of  the  asset. 

Irrespectrve  of  whether  there  rs  any  indication  of  impairment,  the  entity  also  test  a  non-cash-generating  intangible  asset  with  an 
indefinite  useful  life  or  a  non-cash-generating  intangible  asset  not  yet  available  for  use  for  impairment  annually  by  comparing  its 
carrying  amount  with  its  recoverable  service  amount.  This  impairment  test  is  performed  at  the  same  time  every  year.  If  an 
intangible  asset  was  initially  recognised  during  the  current  reporting  period,  that  intangible  asset  was  tested  for  impairment 
before  the  end  of  the  current  reporting  period. 

Recognition  and  measurement 

If  the  recoverable  service  amount  of  a  non-cash-generating  asset  is  less  than  its  carrying  amount,  the  carrying  amount  of  the 
asset  is  reduced  to  its  recoverable  service  amount.  This  reduction  is  an  impaimnent  loss. 

An  impairment  loss  is  recognised  immediately  in  surplus  or  deficit. 

Any  impairment  loss  of  a  revalued  non-cash-generating  asset  is  treated  as  a  revaluation  decrease. 

When  the  amount  estimated  for  an  impairment  loss  is  greater  than  the  carrying  amount  of  the  non-cash-generating  asset  to 
which  it  relates,  the  municipality  recognises  a  liability  only  to  the  extent  that  is  a  requirement  in  the  Standards  of  GRAP. 

After  the  recognition  of  an  impairment  loss,  the  depreciation  (amortisation)  charge  fbr  the  non-cash-generating  asset  is 
adjusted  in  future  periods  to  allocate  the  non-cash-generating  asset’s  revised  carrying  amount,  less  its  residual  value  (if  any), 
on  a  systematic  basis  over  its  remaining  useful  life. 
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1.13  Impairment  of  non-cash-generating  assets  (continued) 

Reversal  of  an  impairment  loss 

The  municipality  assess  at  each  reporting  date  whether  there  is  any  indication  that  an  impairment  (oss  recognised  in  prior 
periods  for  a  non-cash-generating  asset  may  no  longer  exist  or  may  have  decreased.  If  any  such  indication  exists,  the 
municipality  estimates  the  recoverable  service  amount  of  that  asset. 

An  impairment  loss  recognised  in  prior  periods  fbr  a  non-cash-generating  asset  is  reversed  if  there  has  been  a  change  in  the 
estimates  used  to  determine  the  asset's  recoverable  service  amount  since  the  last  impairment  loss  was  recognised.  The 
carrying  amountof  the  asset  is  increased  to  its  recoverable  service  amount.  The  increase  is  a  reversal  of  an  impairment  loss. 
The  increased  carrying  amount  of  an  asset  attributable  to  a  reversal  of  an  impairment  loss  does  not  exceed  the  carrying 
amount  that  would  have  been  determined  (net  of  depreciation  or  amortisation)  had  no  impairment  loss  been  recognised  for  the 
asset  in  priorperiods. 

A  reversal  of  an  impairment  loss  for  a  non-cash-generating  asset  is  recognised  immediately  in  surplus  or  deficit. 

Any  reversal  of  an  impairment  loss  of  a  revatued  non-cash-generating  asset  is  treated  as  a  revaluation  increase. 

After  a  reversal  of  an  impairment  loss  is  recognised,  the  depreciation  (amortisation)  charge  for  the  non-cash-generating  asset 
is  adjusted  in  future  periods  to  allocate  the  non-cash-generating  asset’s  revised  carrying  amount  less  its  residual  value  (if  any)t 
on  a  systematic  basis  over  its  remaining  usefol  lifo. 

Redesignation 

The  redesignation  of  assets  from  a  cash-generating  asset  to  a  non-cash-generating  asset  or  from  a  non-cash-generating  asset 
to  a  cash-generating  asset  only  occurwhen  there  is  clear  evidence  that  such  a  redesignation  is  appropriate. 

1.14  Share  capital  /  contributed  capital 

An  equity  instrument  is  any  contract  that  evidences  a  residual  interest  in  the  assets  of  an  municipality  after  deducting  all  of  its 
liabilities. 

1.15  Employee  benefits 

Employee  benefits  are  al!  forms  of  consideration  given  by  an  entity  in  exchange  for  service  rendered  by  employees. 

A  qualifying  insurance  policy  is  an  insurance  policy  issued  by  an  insurer  that  is  not  a  related  party  (as  defined  in  the  Standard 
of  GRAP  on  Related  Party  Disclosures)  of  the  reporting  entity,  if  the  proceeds  of  the  policy  can  be  used  only  to  pay  or  fond 
employee  benefits  under  a  defined  benefit  plan  and  are  not  available  to  the  reporting  entity’s  own  creditors  (even  in  liquidation) 
and  cannot  be  paid  to  the  reporting  entity,  unless  either: 

•  the  proceeds  represent  surplus  assets  that  are  not  needed  for  the  policy  to  meet  all  the  related  employee  benefit 
obiigations;  or 

•  the  proceeds  are  returned  to  the  reporting  entity  to  reimburse  it  for  employee  benefits  already  paid. 

Termination  benefits  are  employee  benefits  payable  as  a  result  of  either: 

•  an  entity’s  decision  to  terminate  an  employee’s  employment  befone  the  normal  retirement  date;  or 

•  an  employee's  decision  to  accept  voluntary  redundancy  in  exchange  for  those  benefits. 

Other  long-term  employee  benefits  are  employee  benefits  (other  than  post-employment  benefits  and  termination  benefits)  that 
are  not  due  to  be  settled  within  twelve  months  after  the  end  of  the  period  in  which  the  employees  render  the  related  servioe. 

Vested  employee  benefits  are  employee  benefits  that  are  not  conditional  on  future  employment. 

Composite  social  security  programmes  are  established  by  legislation  and  operate  as  multi-employer  plans  to  provide  post- 
employment  benefits  as  well  as  to  provide  benefits  that  are  not  consideration  in  exchange  for  service  rendered  by  employees. 

A  constructive  obligation  is  an  obligation  that  derives  from  an  entity's  actions  where  by  an  established  pattern  of  past  practice, 
published  policies  or  a  sufficiently  specific  current  statement,  the  entity  has  indicated  to  other  parties  that  it  will  accept  certain 
responsibilities  and  as  a  result,  the  entity  has  created  a  valid  expectation  on  the  part  of  those  other  parties  that  it  will  discharge 
those  responsibilities. 
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1.15  Employee  benefits  (continued) 

Short-term  employee  benefits 

Short-term  employee  benefits  are  employee  benefits  (other  than  termination  benefits)  that  are  due  to  be  settled  within  twelve 
months  after  the  end  of  the  period  in  which  the  employees  render  the  related  service. 

Short-term  employee  benefits  include  items  such  as: 

•  wages,  salaries  and  social  security  contributions; 

■  short-term  compensated  absences  (such  as  paid  annual  leave  and  paid  sick  leave)  where  the  compensation  for  the 
absences  is  due  to  be  settled  within  twelve  months  after  the  end  of  the  reporting  period  in  which  the  employees 
renderthe  related  employee  service; 

1  bonus,  incentive  and  performance  related  payments  payable  within  twelve  months  after  the  end  of  the  reporting 
period  in  which  the  employees  render  the  related  service;  and 

•  non-monetary  benefits  (for  example,  medical  care,  and  free  or  subsidised  goods  or  services  such  as  housing,  cars 
and  ceJlphones)  for  current  employees. 

When  an  employee  has  rendered  service  to  the  entity  during  a  reporting  period,  the  entity  recognise  the  undiscounted  amount 
of  short-term  employee  benefits  expected  to  be  paid  in  exchange  for  that  service: 

•  as  a  liability  (accrued  expense),  after  deducting  any  amount  already  paid.  If  the  amount  already  paid  exceeds  the 
undiscounted  amount  of  the  benefits,  the  entity  recognise  that  excess  as  an  asset  (prepaid  expense)  to  the  extent 
that  the  prepayment  will  lead  to,  fbr  example,  a  reduction  in  future  payments  or  a  cash  refund;  and 

•  as  an  expense,  unless  another  Standard  requires  or  permits  the  inclusion  of  the  benefits  in  the  cost  of  an  asset. 

The  expected  cost  of  compensated  absences  is  recognised  as  an  expense  as  the  employees  render  services  that  increase 
their  entitlement  or,  in  the  case  of  non-accumulating  absences,  when  the  absence  occurs.  The  entity  measure  the  expected 
cost  of  accumulating  compensated  absences  as  the  additional  amount  that  the  entity  expects  to  pay  as  a  result  of  the  unused 
entitlement  that  has  accumulated  at  the  reporting  date. 

The  entity  recognise  the  expected  cost  of  bonus,  incentive  and  perfbrmance  related  payments  when  the  entity  has  a  present 
legal  or  constructive  obligation  to  make  such  payments  as  a  result  of  past  events  and  a  reliable  estimate  of  the  obligation  can 
be  made.  A  present  obligation  exists  when  the  entity  has  no  realistic  alternative  but  to  make  the  payments, 

Post-employment  benefits 

Post-employment  benefits  are  employee  benefits  (other  than  termination  benefits)  which  are  payable  after  the  completion  of 
employment. 

Post-employment  benefit  plans  are  formal  or  informal  arrangements  under  which  an  entity  provides  post-employment  benefits 
for  one  or  more  employees. 

Multi-employer  plans  are  defined  contribution  plans  (otherthan  state  plans  and  composite  social  security  programmes)  or 
defined  benefit  plans  (other  than  state  plans)  that  pool  the  assets  contributed  by  various  entities  that  are  not  under  common 
control  and  use  those  assets  to  provide  benefits  to  employees  of  more  than  one  entity,  on  the  basis  that  contribution  and 
benefit  levels  are  determined  without  regard  to  the  identity  of  the  entity  that  employs  the  employees  concemed. 
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1.15  Employee  benefits  (continued) 

Post-employment  benefits:  Defined  contribution  plans 

Defined  contribution  plans  are  post-employment  benefit  plans  under  which  an  entity  pays  fixed  contributions  into  a  separate 
entity  (a  fund)  and  will  have  no  legal  or  oonstructive  obligation  to  pay  further  contributions  if  the  fund  does  not  hold  sufficient 
assets  to  pay  all  employee  benefits  relating  to  employee  service  in  the  current  and  prior  periods. 

When  an  employee  has  rendered  service  to  the  entity  during  a  reporting  period,  the  entity  recognise  the  contribution  payable  to 
a  defined  contribution  plan  in  exchange  for  that  service: 

•  as  a  liability  (accrued  expense),  after  deducting  any  contribution  already  paid.  If  the  contribiition  already  paid 
exceeds  the  contribution  due  for  service  before  the  reporting  date,  an  entity  recognise  that  excess  as  an  asset 
(prepaid  expense)  to  the  extent  that  the  prepayment  will  lead  to,  fbr  example,  a  reduction  in  fiiture  payments  or  a 
cash  refund;  and 

•  as  an  expense,  unless  another  Standard  requires  or  permits  the  indusion  of  the  contribution  in  the  cost  of  an  asset. 

Where  contributions  to  a  defined  contribution  plan  do  not  fall  due  wholly  within  twelve  months  after  the  end  of  the  reporting 
period  in  which  the  employees  renderttie  related  service,  they  are  discounted.  The  rate  used  to  discount  reflects  the  time  value 
of  money.  The  currency  and  term  of  the  financial  instrument  selected  to  reflect  the  time  value  of  money  is  consistent  with  the 
currency  and  estimated  term  of  the  obligation. 
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1.15  Employee  benefits  (continued) 

Post-employment  benefits:  Defined  benefit  plans 

Defined  benefit  plans  are  post-employment  benefit  plans  other  than  defined  contribution  plans. 

Actuarial  gains  and  losses  comprise  experience  adjustments  (the  effects  of  differenoes  between  the  previous  actuarial 
assumptions  and  what  has  actually  occurred)  and  the  effects  of  changes  in  actuarial  assumptions.  In  measuring  its  defined 
benefit  liability  the  entity  recognise  actuarial  gains  and  losses  in  surplus  or  deficit  in  the  reporting  period  in  which  they  occur. 

Assets  held  by  a  long-term  employee  benefit  fund  are  assets  (other  than  non-transferable  financial  instruments  issued  by  the 
reporting  entity)  that  are  held  by  an  entity  (a  fund)  that  is  legally  separate  from  the  reporting  entity  and  exists  solely  to  pay  or 
fend  employee  benefits  and  are  available  to  be  used  only  to  pay  or  fund  employee  benefits,  are  not  available  to  the  reporting 
entity's  own  creditors  (even  in  liquidation),  and  cannot  be  returned  to  the  reporting  entity,  unless  either: 

•  the  remaining  assets  of  the  fund  are  sufficient  to  meet  all  the  related  employee  benefit  obligations  of  the  plan  or  the 
reporting  entity;  or 

•  the  assets  are  retumed  to  the  reporting  entity  to  reimburse  it  for  employee  benefits  already  paid. 

Current  service  cost  is  the  increase  in  the  present  value  of  the  defined  benefit  obligation  resulting  from  employee  service  in  the 
current  period. 

Interest  cost  is  the  increase  during  a  period  in  the  present  value  of  a  defined  benefit  obligation  which  arises  because  tne 
benefits  are  one  period  closer  to  settlement. 

past  service  cost  is  the  change  in  the  present  value  of  the  defined  benefit  obligation  fbr  employee  service  in  prior  periods, 
resulting  in  the  current  period  from  the  introduction  of,  or  changes  tot  post-employment  benefits  or  other  long-term  employee 
benefits.  Past  service  cost  may  be  either  positive  (when  benefits  are  introduced  or  changed  so  that  the  present  value  of  the 
defined  benefit  obligation  increases)  or  negative  (when  existing  benefits  are  changed  so  that  the  present  value  of  the  defined 
benefit  obligation  decreases).  In  measuring  its  defined  benefit  liability  the  entity  recognise  past  service  cost  as  an  expense  in 
the  reporting  period  in  which  the  plan  is  amended. 

Plan  assets  comprise  assets  held  by  a  long-temn  employee  benefit  fund  and  qualifying  insurance  policies. 

The  present  value  of  a  defined  benefit  obligation  is  the  present  value,  without  deducting  any  plan  assets,  of  expected  future 
payments  required  to  settle  the  obligation  resulting  fnom  employee  service  in  the  current  and  prior  periods. 

The  retum  on  plan  assets  is  interest,  dividends  or  similar  distributions  and  other  revenue  derived  from  the  plan  assets,  together 
with  realised  and  unrealised  gains  or  losses  on  the  plan  assets,  less  any  costs  of  administering  the  plan  (other  than  those 
included  in  the  actuarial  assumptions  used  to  measure  the  defined  benefit  obligation)  and  less  any  tax  payable  by  the  plan 
itself. 

The  entity  account  not  only  for  its  legal  obligation  under  the  fbrmal  terms  of  a  defined  benefit  plan,  but  also  for  any  constructive 
obligation  that  arises  from  the  entity's  informal  practices.  Informal  practices  give  rise  to  a  constructive  obligation  where  the 
entity  has  no  realistic  altemative  but  to  pay  employee  benefits.  An  example  of  a  constructive  obligation  is  where  a  change  in 
the  entity’s  informal  practices  would  cause  unacceptable  damage  to  its  relationship  with  employees. 

The  amount  recognised  as  a  defined  benefit  liability  is  the  net  total  of  the  following  amounts: 

•  the  present  value  of  the  defined  benefit  obligation  atthe  reporting  date; 

•  minus  the  fair  value  at  the  reporting  date  of  plan  assets  (if  any)  out  of  which  the  obligations  are  to  be  settled  directly, 

•  plus  any  liability  that  may  arise  as  a  result  of  a  minimum  funding  requirement 

The  amount  determined  as  a  defined  benefit  liability  may  be  negative  (an  asset).  The  entlty  measure  the  resulting  asset  at  the 
lower  of: 

•  the  amount  determined  above;  and  .  ,  4 

•  the  present  value  of  any  economic  benefits  available  in  the  form  of  refunds  ffom  the  plan  or  reductions  in  future 
contributions  to  the  plan.  The  present  value  of  these  economic  benefits  is  determined  using  a  discount  rate  which 
reflects  the  time  value  of  money. 

Any  adjustments  arising  from  the  limit  above  is  recognised  in  surplus  or  deficit. 
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1.15  Employae  benefits  (continued) 

The  entity  determine  the  present  value  of  defined  benefit  obligations  and  the  fair  value  of  any  plan  assets  with  sufficient 
regularity  such  that  the  amounts  recognised  in  the  annual  financial  statements  do  not  differ  materially  from  the  amounts  that 
would  be  detemnined  at  the  reporting  date. 

The  entity  recognises  the  net  total  of  the  fbllowing  amounts  in  surplus  or  deficit,  except  to  the  extentthat  another  Standard 
requires  or  permits  their  inclusion  in  the  cost  of  an  asset 

•  current  service  cost; 

•  interest  cost; 

•  the  expected  retum  on  any  plan  assets  and  on  any  reimbursement  rights; 

•  actuarial  gains  and  losses; 

•  past  service  cost; 

•  the  effect  of  any  curtailments  or  settlements;  and 

•  the  effect  of  applying  the  limit  on  a  defined  benefit  asset  (negative  defined  benefit  liability). 

The  entity  uses  the  Projected  Unit  Credit  Method  to  determine  the  present  value  of  its  defined  benefit  obligations  and  the 
related  currentservice  cost  and,  where  applicable,  past  service  cost.  The  Projected  Unit  Credit  Method  (sometimes  known  as 
the  accrued  benefit  method  pro-rated  on  service  or  as  the  benefit/years  of  service  method)  sees  each  period  of  service  as 
giving  rise  to  an  additional  unit  of  benefit  entitlement  and  measures  each  unit  separately  to  build  up  the  final  obligation. 

In  determining  the  present  value  of  its  defined  benefit  obligations  and  the  related  current  sen/ice  cost  and,  where  applicable, 
past  service  cost,  an  entity  shall  attribute  benefit  to  periods  of  service  under  the  plan’s  benefit  fbrmula.  However,  if  an 
employee’s  service  in  later  years  will  lead  to  a  materially  higher  level  of  benefit  than  in  earlier  years,  an  entity  shatl  attribute 
benefit  on  a  straight-line  basis  from: 

•  the  date  when  service  by  the  employee  first  leads  to  benefits  under  the  plan  (whether  or  ncrt  the  benefits  are 
conditional  on  further  service);  until 

•  the  date  when  further  service  by  the  employee  will  lead  to  no  material  amount  of  further  benefits  under  the  plan, 
other  than  from  further  salary  increases. 

Actuarial  valuations  are  conducted  on  an  annual  basis  by  independent  actuaries  separately  for  each  plan.  The  results  of  the 
valuation  are  updated  for  any  material  transactions  and  other  material  changes  in  circumstances  (includirg  changes  in  market 
prices  and  interest  rates)  up  to  the  reporting  date. 

The  entity  recognises  gains  or  losses  on  the  curtailment  or  settlement  of  a  defined  benefit  plan  when  the  curtailment  or 
settlement  occurs.  The  gain  or  loss  on  a  curtailment  or  settlement  comprises: 

•  any  resulting  change  in  the  present  value  of  the  defined  benefit  obligation;  and 

•  any  resulting  change  in  the  fair  value  of  the  plan  assets. 

Befbre  determining  the  effect  of  a  curtailment  or  settlement,  the  entity  re-measure  the  obligation  (and  the  related  plan  assets,  if 
any)  using  current  actuarial  assumptions  (including  current  market  interest  rates  and  other  current  market  prices). 

When  it  i$  virtually  certain  that  another  party  will  reimburse  some  or  ail  of  the  expenditure  required  to  settle  a  defined  benefit 
obligation,  the  right  to  reimbursement  is  recognised  as  a  separate  asset.  The  asset  is  measured  at  fair  value.  In  all  other 
respects,  the  asset  is  treated  in  the  same  way  as  plan  assets.  In  surplus  or  deficit,  the  expense  relating  to  a  defined  benefit 
plan  is  [OR  is  not]  presented  as  the  net  of  the  amount  recognised  fbr  a  reimbursement. 

The  entity  offsets  an  asset  relating  to  one  plan  against  a  liability  relating  to  anotherplan  when  the  entity  has  a  legally 
enforceable  right  to  use  a  surplus  in  one  plan  to  settle  obligations  under  the  other  plan  and  intends  either  to  settle  the 
obligations  on  a  net  basis,  or  to  realise  the  surplus  in  one  plan  and  settle  its  obligation  under  the  other  plan  simultaneously. 
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1.15  Employee  benefits  (continued) 

Actuarlal  assumptions 

Actuarial  assumptions  are  unbiased  and  mutually  compatible. 

Financial  assumptions  are  based  on  market  expectations,  at  the  reporting  dater  fbr  the  period  over  which  the  obligations  are  to 
be  settled. 

The  rate  used  to  discount  post-employment  benefit  obligations  (both  funded  and  unfunded)  reflect  the  time  value  of  money. 

The  currency  and  term  of  the  financial  instrument  selected  to  reflect  the  time  value  of  money  is  consistent  with  the  currency 
and  estimated  term  of  the  post-employment  benefit  obligations. 

Post-employment  benefit  obligations  are  measured  on  a  basis  that  reflects: 

•  estimated  future  salary  increases; 

■  the  benefits  set  out  in  the  terms  of  the  plan  (or  resulting  from  any  constructive  obligation  that  goes  beyond  those 
terms)  at  the  reporting  date;  and 

•  estimated  future  changes  in  the  level  of  any  state  benefits  that  affect  the  benefits  payable  under  a  defined  benefit 
plan,  if,  and  only  if,  either: 

•  those  changes  were  enacted  before  the  reporting  date;  or 

•  past  history,  or  other  reliable  evidence,  indicates  that  those  state  benefits  will  change  in  some  predictable  manner, 
forexample,  in  line  with  future  changes  in  general  price  levels  or  general  salary  levels. 

Assumptions  about  medical  costs  take  account  of  estimated  future  changes  in  the  cost  of  medical  services,  resulting  from  both 
inflation  and  specific  changes  in  medical  costs. 

1.16  Provisions  and  contingencies 

Provisions  are  recognised  when: 

•  the  municipality  has  a  present  obligation  a  result  of  a  past  event; 

•  it  is  probable  that  an  outflow  of  resources  embodying  economic  benefits  or  service  potential  will  be  required  to 
settle  the  obligation;  and 

•  a  reliable  estimate  can  be  made  of  the  obligation. 

The  amount  of  a  provision  is  the  best  estimate  of  the  expenditure  expected  to  be  required  to  settle  the  present  obligation  at  the 
reporting  date. 

Where  the  effect  of  time  value  of  money  is  material,  the  amount  of  a  provision  is  the  present  value  of  the  expenditures 
expected  to  be  required  to  settle  the  obligation. 

The  discount  rate  is  a  pre-tax  rate  that  reflects  current  market  assessments  of  the  time  value  of  money  and  the  risks  specific  to 
the  liability, 

Where  some  or  all  of  the  expenditure  required  to  settle  a  provision  is  expected  to  be  reimbursed  by  another  party,  the 
reimbursement  is  recognised  when,  and  only  when,  it  is  virtually  certain  that  reimbursement  will  be  received  if  the  municipality 
settles  the  obligation.  The  reimbursement  is  treated  as  a  separate  asset.  The  amount  recognised  fbr  the  reimbursement  does 
not  exceed  the  amount  of  the  provision. 

Provisions  are  reviewed  at  each  reporting  date  and  adjusted  to  reflect  the  current  best  estimate.  Provisions  are  reversed  if  it  is 
no  longer  probable  that  an  outflow  of  resources  embodying  economic  benefits  or  service  potential  will  be  required,  to  settle  the 
obligation. 

Where  discounting  is  used,  the  carrying  amount  of  a  provision  increases  in  each  period  to  reflect  the  passage  of  time.  This 
increase  is  recognised  as  an  interest  expense. 

A  provision  is  used  only  for  expenditures  for  which  the  provision  was  originally  recognised. 

Provisions  are  not  recognised  fbr  future  operating  deficits. 

If  an  entity  has  a  contract  that  is  onerous,  the  present  obligation  (net  of  recoveries)  under  the  contract  is  recognised  and 
measured  as  a  provision. 
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1.16  Provislons  and  contlngencies  (contlnued) 

A  constructive  obligation  to  restructure  arises  only  when  an  entity: 

•  has  a  detailed  fbrmal  plan  forthe  restructuring,  identiiying  at  least: 

the  activity/operating  unit  or  part  of  a  activity/operating  unit  concemed; 

-  the  principal  locations  affected; 

the  location,  function,  and  approximate  number  of  employees  who  will  be  compensafed  fbr  services  being 
terminated; 

the  expenditures  that  will  be  undertaken;  and 
when  the  plan  will  be  implemented;  and 

•  has  raised  a  valid  expectation  in  those  affected  that  it  wil!  carry  out  the  restructuring  by  starting  to  implement  that 
plan  or  announcing  its  main  features  to  those  affected  by  it. 

A  restructuring  provision  includes  only  the  direct  expenditures  arising  from  the  restructuring,  which  are  those  that  are  both: 

•  necessarily  entailed  by  the  restructuring;  and 

•  not  associated  with  the  ongoing  activities  of  the  municipality 

No  obligation  arises  as  a  consequence  of  the  sale  or  transfer  of  an  operation  until  the  municipality  is  committed  to  the  sale 
or  transfer,  that  is,  there  is  a  binding  arrangement. 

Aftertheir  initial  recognition  contingent  liabilities  recognised  in  entity  combinations  that  are  recognised  separately  are 
subsequently  measured  at  the  higher  of: 

•  the  amount  that  would  be  recognised  as  a  provision;  and 

•  the  amount  initially  recognised  less  cumulative  amortisation. 

Contingent  assets  and  contingent  liabilities  are  not  recognised.  Contingencies  are  disclosed  in  note . 

A  financia!  guarantee  contract  is  a  contract  that  requires  the  issuer  to  make  specified  payments  to  reimburse  the  holder  fbr  a 
loss  it  incurs  because  a  specified  debtor  fails  to  make  payment  when  due  in  accordance  with  the  original  or  modified  terms  of  a 
debt  instrument. 

Loan  commitment  is  a  firm  commitment  to  provide  credit  under  pre-specified  terms  and  conditions. 

The  municipality  recognises  a  provision  fbrfinancial  guarantees  and  loan  commitments  when  it  is  probable  that  an  outflow  of 
resources  embodying  economic  benefits  and  service  pofential  will  be  required  to  settle  the  obligation  and  a  reliable  estimate  of 
the  obligation  can  be  made. 

Determining  whether  an  outflow  of  resounces  is  probable  in  relation  to  financial  guarantees  requires  judgement.  Indications  that 
an  outfiow  of  resources  may  be  probable  are: 

4  financial  difficulty  of  the  debtor; 

•  defaults  or  delinquencies  in  interest  and  capital  repayments  by  the  debtor; 

•  breaches  of  the  terms  of  the  debt  instrument  that  result  in  it  being  payable  earlier  than  the  agreed  term  and  the 
ability  of  the  debtor  to  settle  its  obligation  on  the  amended  terms;  and 

4  a  decline  in  prevailing  economic  circumstances  (e.g.  high  interest  rates,  inflation  and  unemployment)  that  impact  on 
the  ability  of  entities  to  repay  their  obligations. 

Where  a  fee  is  received  by  the  municipality  for  issuing  a  financiai  guarantee  and/or  where  a  fee  is  charged  on  loan 
commitments,  it  is  considered  in  determining  the  best  estimate  of  the  amount  required  to  settle  the  obligation  at  reporting  date. 
Where  a  fee  is  charged  and  the  municipality  considers  that  an  outflow  of  economic  resources  is  probable,  an  municipality 
recognises  the  obligation  at  the  higher  of: 

•  the  amount  determined  using  in  the  Standard  of  GRAP  on  Provisions,  Contingent  Liabilities  and  Contingent  Assets; 
and 

4  the  amount  of  the  fee  Initially  recognised  less,  where  appropriate,  cumulative  amortisation  recognised  in  accordance 
with  the  Standard  of  GRAP  on  Revenue  from  Exchange  Transactions. 
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1.16  Provisions  and  oontingencies  (continued) 

Levies 

A  levy  is  an  outflow  of  resources  embodying  economic  benefits  that  is  imposed  by  governments  on  entities  in  accordance  with 
legislation  (i.e.  laws  and/or  regulations),  other  than: 

•  those  outflows  of  resources  that  are  within  the  scope  of  other  Standards,  and 

•  fines  or  other  penalties  that  are  imposed  fbr  breaches  of  the  legislation. 

Government  refers  to  government,  government  agencies  and  similar  bodies  whether  local,  national  or  international. 

The  obligating  event  that  gives  rise  to  a  liability  to  pay  a  levy  is  the  activity  that  triggers  the  payment  of  the  levy,  as  identified  by 
the  legislation. 

The  municipality  does  not  have  a  constructive  obligation  to  pay  a  levy  that  will  be  triggered  by  operating  in  a  future  period  as  a 
result  of  the  municipality  being  economically  compelled  to  continue  to  operate  in  thatfuture  period.  The  preparation  of  financial 
statements  under  the  going  concern  assumption  does  not  imply  that  the  municipality  has  a  present  obligation  to  pay  a  levy  that 
will  be  triggered  by  operating  in  a  future  period. 

The  liability  to  pay  a  levy  is  recognised  progressively  if  the  obligating  event  occurs  over  a  period  of  time  (i.e.  if  the  activity  that 
triggers  the  oayment  of  the  levy,  as  identified  by  the  legislation,  occurs  over  a  period  of  time). 

If  an  obligation  to  pay  a  levy  is  triggered  when  a  minimum  threshold  is  reached,  the  corresponding  liability  is  recognised  when 
that  minimum  threshold  is  reached. 

The  municipality  recognises  an  asset  if  it  has  prepaid  a  levy  but  does  not  yet  have  a  present  obligation  to  pay  that  levy. 

1.17  Commitments 

Items  are  classified  as  commitments  when  an  entity  has  committed  itself  to  future  transactions  that  will  normally  result  in  the 
outflowof  cash. 

Commitments  for  which  disclosure  is  necessary  to  achieve  a  fair  presentation  should  be  disclosed  in  a  note  to  the  financial 
statements,  if  both  the  following  criteria  are  met: 

•  Contracts  should  be  non-cancellable  or  only  cancellable  at  significant  cost  (for  example,  contracts  for  computer  or 
building  maintenance  services);  and 

•  Contracts  should  relate  to  something  other  than  the  routine,  steady,  state  business  of  the  entity  -  therefbre  salary 
commitments  relating  to  employment  contracts  or  social  security  benefit  commitments  are  excluded. 

1.18  Revenue  from  exchange  transactions 

Revenue  is  the  gross  inflow  of  economic  benefits  or  service  potential  during  the  reporting  period  when  those  inflows  result  in  an 
increase  in  net  assets,  other  than  increases  relating  to  contributions  from  owners. 

An  exchange  transaction  is  one  in  which  the  municipality  receives  assets  or  services,  or  has  liabilities  extinguished,  and  directly 
gives  approximately  egual  value  (primarily  in  the  form  of  goods,  services  or  use  of  assets}  to  the  other  party  in  exchange. 

Fair  value  is  the  amount  for  which  an  asset  could  be  exchanged,  or  a  liability  settled,  between  knowledgeable,  willing  parties  in 
an  arm's  length  transaction. 

Measurement 

Revenue  is  measured  at  the  fair  value  of  the  consideration  received  or  receivable,  net  of  trade  discounts  and  volume  rebates. 
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1.18  Revenue  from  exchange  transactlons  (contlnued) 

Sale  of  goods 

Revenue  from  the  sale  of  goods  is  recognised  when  all  the  following  conditions  have  been  satisfied: 

•  the  municipality  has  transfemed  to  the  purchaserthe  significant  risks  and  rewards  of  ownership  of  the  goods; 

•  the  municipality  retains  neither  continuing  managerial  involvement  to  the  degree  usually  associated  with 
ownership  nor  effective  control  over  the  goods  sold; 

•  the  amount  of  revenue  can  be  measured  reliably; 

•  it  is  probable  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 
municipality;  and 

•  the  costs  incurred  or  to  be  incurred  in  respect  of  the  transaction  can  be  measured  reliably. 

Rendering  of  services 

When  the  outcome  of  a  transaction  involving  the  rendering  of  services  can  be  estimated  reliably,  revenue  associated  with 
the  transaction  is  recognised  by  reference  to  the  stage  of  completion  of  the  transaction  at  the  reporting  date.  The  outcome 
of  a  transaction  can  be  estimated  reliably  when  all  the  following  conditions  are  satisfied: 

•  the  amount  of  revenue  can  be  measured  reliably; 

•  it  is  probable  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 
municipality; 

•  the  stage  of  completion  of  the  transaction  at  the  reporting  date  can  be  measured  reliably;  and 

•  the  costs  incurred  for  the  transaction  and  the  costs  to  complete  the  transaction  can  be  measured  reliably. 

When  services  are  performed  by  an  indeterminate  number  of  acts  over  a  specified  time  frame,  revenue  is  recognised  on  a 
straight  line  basis  over  the  specified  time  frame  unless  there  is  evidence  that  some  other  method  better  represents  the  stage  of 
completion.  When  a  specific  act  is  much  more  significant  than  any  other  acts,  the  recognition  of  revenue  is  postponed  until  the 
significant  act  is  executed. 

When  the  outcome  of  the  transaction  involving  the  rendering  of  services  cannot  be  estimated  reliably,  revenue  is  recognised 
only  to  the  extent  of  the  expenses  recognised  that  are  recoverable. 

Interest 

Revenue  arising  from  the  use  by  others  of  entity  assets  yielding  interest,  similar  distributions  is  recognised  when: 

•  It  is  probable  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 
municipality,  and 

•  The  amount  of  the  revenue  can  be  measured  reliably. 

Interest  is  recognised,  in  surplus  ordeficit,  using  the  effiective  interest  rate  method. 

Service  fees  included  in  the  price  of  the  product  are  recognised  as  revenue  over  the  period  during  which  the  service  is 
perfbrmed. 

1.19  Revenuefrom  non-exchange  transactions 

Non-exchange  transactions  are  defined  as  transactions  where  the  entity  receives  value  from  another  entity  without  directly 
giving  approximately  equal  value  in  exchange. 

Revenue  is  the  gross  inflow  of  economic  benefits  or  service  potential  during  the  reporting  period  when  those  inflows  result  in  an 
increase  in  net  assets,  otherthan  increases  relating  to  contributions  from  owners. 

Fair  value  is  the  amount  fbr  which  an  asset  could  be  exchanged,  or  a  liability  settled,  between  knowledgeable,  wiiling  parties  in 
an  arm’s  length  transaction. 

Measurement 

Revenue  is  measured  at  the  fair  value  of  the  consideration  received  or  receivable,  net  of  trade  discounts  and  volume  rebates. 
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1.19  Revenuefrom  non-exchange  transactions  (continued) 

Rates,  including  collection  charges  and  penaltles  interest 

Revenue  from  rates,  including  collection  charges  and  penalty  interest,  is  recognised  when: 

♦  it  is  probable  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 
municipality; 

•  the  amount  of  the  revenue  can  be  measured  reliably;  and 

*  there  has  been  compliance  with  the  relevant  legal  requirements. 

Changes  to  property  values  during  a  reporting  period  are  valued  by  a  suitably  qualified  valuator  and  adjustments  are  made  to 
rates  revenue,  based  on  a  time  proportion  basis.  Adjustments  to  rates  revenue  already  recognised  are  processed  or  additional 
rates  revenue  is  recognised. 

Fines 

Revenue  from  the  issuing  of  fines  is  recognised  when: 

*  it  is  probable  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 
municipality;  and 

-  the  amount  of  the  revenue  can  be  measured  reliably. 

The  municipality  has  two  types  of  fines:  spot  fines  and  summonses.  There  uncertainty  regarding  the  probability  of  the  flow  of 
economic  benefits  or  service  potential  in  respect  of  spot  fines  as  these  fines  are  usually  not  given  directly  to  an  offender. 
Further  legal  processes  have  to  be  undertaken  befbre  the  spot  fine  is  enforceable.  In  respect  of  summonses  the  public 
prosecutor  can  decide  whether  to  waive  the  fine,  reduce  it  or  prosecute  for  non-payment  by  the  offender.  An  estimate  is  made 
for  the  revenue  amount  collected  from  spot  fines  and  summonses  based  on  past  experience  of  amounts  collected.  Where  a 
reliable  estimate  cannot  be  made  of  revenue  from  summonses,  the  revenue  from  summonses  is  recognised  when  the  public 
prosecutor  pays  over  to  the  entity  the  cash  actually  collected  on  summonses  issued. 

Levies 

Levies  are  recognised  as  revenue  when: 

•  it  is  probable  that  the  economic  benefits  or  service  potentiaJ  associated  with  the  transaction  will  flow  to  the 
municipality;  and 

•  the  amount  of  the  revenue  can  be  measured  reliably. 

Levies  are  based  on  declarations  completed  by  levy  payers.  The  estimate  of  levies  revenue  when  a  levy  payer  has  not 
submitted  a  declaration  are  based  on  the  foflowing  factors: 

*  the  extent  and  success  of  procedures  to  investigate  the  non-submission  of  a  declaration  by  defaulting  levy  payers; 

*  internal  records  maintained  of  historical  comparisons  of  estimated  levies  with  actual  levies  received  ffom  individual 
levy  payers; 

•  historical  information  on  declarations  previously  submitted  by  defaulting  levy  payers;  and 

•  the  accuracy  of  the  database  of  levy  payers  as  well  as  the  frequency  by  which  it  is  updated  fbr  changes. 

Changes  to  estimates  made  when  more  reliable  information  becomes  available  are  processed  as  an  adjustment  to  levies 
revenue. 
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1.19  Revenuefrom  non-exchango  transactions  (continued) 

Government  grants 

Government  grants  are  recognised  as  revenue  when: 

•  it  is  probable  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 
municipality, 

•  the  amount  of  the  revenue  can  be  measured  reliably,  and 

•  to  the  extent  that  there  has  been  compiiance  with  any  restrictions  associated  with  the  grant 

The  municipality  assesses  the  degree  of  certainty  attached  to  the  flow  of  future  economic  benefits  or  service  potential  on  ttie 
basis  of  the  availabie  evidence.  Certain  grants  payable  by  one  level  of  government  to  another  are  subject  to  the  availability  of 
funds.  Revenue  from  these  grants  is  only  recognised  when  it  is  probable  that  the  economic  benefits  or  service  potential 
associated  with  the  transaction  will  flow  to  the  entity.  An  announcement  at  the  beginning  of  a  financial  year  that  grants  may  be 
avaiiable  for  qualify ing  entities  in  accordance  with  an  agreed  programme  may  not  be  sufficient  evidence  of  the  probability  of  the 
flow.  Revenue  is  then  only  recognised  once  evidence  of  the  probability  of  the  flow  becomes  available. 

Restrictions  on  government  grants  may  result  in  such  revenue  being  recognised  on  a  time  proportion  basis.  Where  there  is  no 
restriction  on  the  period,  such  revenue  is  recognised  on  receipt  or  when  the  Act  becomes  effective,  which-ever  is  earlier. 

When  government  remit  grants  on  a  re-imbursement  basis,  revenue  is  recognised  when  the  qualifying  expense  has  been 
incurred  and  to  the  extent  that  any  other  restrictions  have  been  complied  with. 

Other  grants  and  donations 

Othergrants  and  donations  are  recognised  as  revenue  when: 

-  it  is  probable  that  the  economic  benefits  or  servioe  potential  associated  with  the  transaction  will  flow  to  the 
municipality; 

•  the  amount  of  the  revenue  can  be  measured  reliably;  and 

■  to  the  extent  that  there  has  been  compliance  with  any  restrictions  associated  with  the  grant. 

If  goods  in-kind  are  received  withoutconditions  attached,  revenue  is  recognised  immediately.  If  conditions  are  attached,  a 
liability  is  recognised,  which  is  reduced  and  revenue  recognised  as  the  condrtions  are  satisfied. 

1.20  Borrowlng  costs 

Borrowing  costs  are  interest  and  other  expenses  incurred  by  an  entity  in  connection  with  the  borrowing  of  funds. 

Borrowing  costs  are  recognised  as  an  expense  in  the  period  in  which  they  are  incurred. 

1.21  Unauthovised  expendlture 

Unauthorised  expenditure  means: 

•  overspending  of  a  vote  or  a  main  division  within  a  vote;  and 

•  expenditure  not  in  accordance  with  the  purpose  of  a  vote  or,  in  the  case  of  a  main  division,  not  in  accordance  with 
the  purpose  of  the  main  division, 

All  expenditure  relating  to  unauthorised  expenditure  is  recognised  as  an  expense  in  the  statementof  financial  performance  in 
the  year  that  the  expenditure  was  incumed.  The  expenditure  is  classified  in  accordance  with  the  nature  of  the  expense,  and 
where  recovered,  It  is  subsequently  accounted  for  as  revenue  in  the  statement  of  financial  performance. 

1.22  Frultless  and  wasteful  expenditure 

Fruitless  expendrture  means  expenditure  which  was  made  in  vain  and  would  have  been  avoided  had  reasonable  care  been 
exercised. 

All  expenditure  relating  to  fruitless  and  wasteful  expenditure  is  recognised  as  an  expense  in  the  statement  of  financial 
performance  in  the  year  that  the  expenditure  was  incurred.  The  expenditure  is  classified  in  accordance  with  the  nature  of  the 
expense,  and  where  recovered,  it  is  subsequently  accounted  fcr  as  revenue  in  the  statement  of  financial  perfbrmance. 
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1.23  Irregularexpenditure 

Iriegular  expenditure  is  expenditure  that  is  contrary  to  the  Municipal  Finance  Management  Act  (Act  No.56  of  2003),  the 
Municipal  Systems  Act  (Act  No.32  of  2000),  and  the  Public  Office  Bearers  Act  (Act  No.  20  of  1998)  or  is  in  contravention  of  the 
economic  entity’s  supply  chain  management  policy.  Irregular  expenditure  excludes  unauthorised  expenditure.  Irregular 
expenditure  is  accounted  foras  expenditure  in  the  Statement  of  Financial  Perfbrmance  and  where  recovered,  it  is  subsequently 
accounted  for  as  revenue  in  the  Statement  of  Financial  Performance. 

1.24  Budget  information 

Municipality  are  typically  subject  to  budgetary  limits  in  the  form  of  appropriations  or  budget  authorisations  (or  equivalent),  which 
is  given  effect  through  authorising  legislation,  appropriation  or  similar. 

General  purpose  financial  reporting  by  municipality  shall  provide  information  on  whether  resources  were  obtained  and  used  in 
accordance  with  the  legally  adopted  budget. 

The  approved  budget  is  prepared  on  a  accrual  basis  and  presented  by  economic  classification  linked  to  perfbrmance  outcome 
objectives. 

The  approved  budgetcovers  the  fiscal  period  from  2016/07/01  to  2017/06/30. 

The  annual  financial  statements  and  the  budget  are  on  the  same  basis  of  accounting  theretore  a  comparison  with  the  budgeted 
amounts  fbr  the  reporting  period  have  been  included  in  the  Statement  of  comparison  of  budget  and  actual  amounts. 

The  Statement  of  comparative  and  actual  infbrmation  has  been  included  in  the  annual  financial  statements  as  the 
recommended  disclosure  when  the  annual  financial  statements  and  the  budget  are  on  the  same  basis  of  accounting  as 
determined  by  National  Treasury. 

1.25  Related  partles 

The  municipality  operates  in  an  economic  sector  currently  dominated  by  entities  directly  or  indirectly  owned  by  the  South 
African  Government.  As  a  consequence  of  the  constitutional  independence  of  the  three  spheres  of  govemment  in  South  Africa, 
only  entities  within  the  national  sphere  of  government  are  considered  to  be  related  parties. 

Management  are  those  persons  responsible  for  planning,  directing  and  controlling  the  activities  of  the  municipality,  including 
those  charged  with  the  governance  of  the  municipality  in  accordance  with  legislation,  in  instances  where  they  are  required  to 
perform  such  functions. 

Close  members  of  the  family  of  a  person  are  considered  to  be  those  family  members  who  may  be  expected  to  influence,  or  be 
influenced  by,  that  management  in  their  dealings  with  the  municipality. 

Only  transactions  with  related  parties  not  at  arm's  length  or  not  in  the  ordinary  course  of  business  are  disclosed. 

1.26  Events  after  reporting  date 

Events  after  reporting  date  are  those  events,  both  favourable  and  unfavourable,  that  occur  between  the  reporting  date  and  the 
date  when  the  financial  statements  are  authorised  fbr  issue.  Two  types  of  events  can  be  identified: 

•  those  that  provide  evidence  of  conditions  that  existed  at  the  reporting  date  (adjusting  events  after  the  reporting  date); 
and 

•  those  that  are  indicative  of  conditions  that  arose  after  the  reporting  date  (non-adjusting  events  afler  the  reporting 
date). 

The  municipality  will  adjust  the  amount  recognised  in  the  financial  statements  to  refiect  adjusting  events  after  the  reporting  date 
once  the  event  occurred. 

The  municipality  will  disclose  the  nature  of  the  event  and  an  estimate  of  its  financial  effect  or  a  statement  that  such  estimate 
cannot  be  made  in  respect  of  all  material  non-adjusting  events,  where  non-disclosure  could  influence  the  economic  decisions 
of  users  taken  on  the  basis  of  the  financial  statements. 


37 


Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 

Accounting  Policies 


1.27  Transfer  of  functlons  between  entities  not  under  common  control 

A  function  is  an  integrated  set  of  activities  that  is  capabie  of  being  conducted  and  managed  for  purposes  of  achieving  an 
entity’s  objectives,  either  by  providing  economic  benefits  or  service  potential.  A  function  consists  of  inputs  and  processes 
applied  to  those  inputs  that  have  the  ability  to  create  outputs.  A  function  can  either  be  a  part  or  a  portion  of  an  entity  or  can 
consist  of  the  whole  entity. 

Controi  is  the  power  to  govern  the  financial  and  operating  policies  of  another  entity  so  as  to  obtain  benefit  from  its  activities. 


A  transfer  of  functions  is  the  reorganisation  and/or  the  re-allocation  of  functions  between  entities  by  transferring  functions 
between  entities  or  into  another  entity. 

The  Municipality  accounts  for  each  transfer  of  functions  between  entities  not  under  common  control  by  applying  the  acquisition 
method. 


Applying  the  acquisition  method  requires: 

(a)  identifying  the  acquirer; 

(b)  determining  the  acquisition  date; 

(c)  recognising  and  measuring  the  identifiable  assets  aoquired,  the  liabilrlfes  assumed  and  any  non-controlling  interest 
in  the  acquiree;  and 

(d)  recognising  the  difference  between  (c)  and  the  consideration  transferred  to  the  seller. 

The  acquisition  date  is  the  date  on  which  the  municipality  obtains  control  of  the  acquiree. 

Initial  recognition 

As  of  the  acquisition  date,  the  acquinershall  recognise,  the  identifiable  assets  acquired,  the  liabilities  assumed  and  any  non- 
controlling  interest  in  the  acquiree. 


Atthe  acquisition  date,  the  municipality  shall  classify  or  designate  the  identifiable  assets  acquired  and  liabilities  assumed  as 
necessary  to  apply  other  Standards  of  GRAP  subsequent  to  the  acquisition  date.  The  municipality  shall  make  those 
classifications  or  designations  on  the  basis  of  the  terms  of  the  binding  arrangement,  economic  conditions,  its  operating  or 
accounting  policies  and  other  relevant  conditions  as  they  exist  at  the  acquisition  date 

The  municipality  measures  the  identifiable  assets  acquired  and  the  liabilities  assumed  attheir  acquisition  date  fair  values. 


Subsequent  measurement 

In  general,  an  acquirer  shall  subsequently  measure  and  account  fbr  assets  acquired,  liabilities  assumed  or  incurred  and  the 
residual  interest  issued  in  a  transfer  of  functions  in  accordance  with  other  applicable  Standards  of  GRAP  for  those  items, 
depending  on  their  nature. 
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Figures  in  Rand 


2017  2016 


2.  New  standards  and  interpretations 

2.1  Standards  and  interpretations  effective  and  adopted  in  the  current  year 

In  the  current  year,  the  municipality  has  adopted  the  following  standards  and  interpretations  that  are  effective  for  the  current 
financial  year  and  that  are  relevant  to  its  operations 


Standard/  Interpretation: 

Effective  date: 

Years  beginning  on  or 
after 

• 

GRAP  108:  Statutory  Receivabies 

01  April  2016 

4 

GRAP  32:  Service  Concession  Arrangements:  Grantor 

01  April  2016 

4 

IGRAP  17:  Service  Concession  Arrangements  where  a 
Grantor  Controls  a  Significant  Residual  Interest  in  an  Asset 

01  April  2016 

• 

GRAP  17  (as  amended  2015):  Property,  Plant  and 
Equipment 

01  April  2016 

4 

GRAP  16  (as  amended  2015):  Investment  Property 

01  April  2016 

4 

GRAP  106:  Transfers  of  functions  between  entlties  not 
under  common  control 

01  April  2015 

Expected  impact: 


2.2  Standards  and  interpretatlons  issued,  but  not  yet  effective 

The  municipality  has  not  applied  the  following  stanaanas  and  interpretations,  which  have  oeen  puolisnea  ana  are  mandatory 
for  the  municipality’s  accounting  periods  beginning  on  or  after  01  July  2017  or  later  periods: 


Standard/  Interpretation: 


*  Directive  12:  The  Selection  of  an  Appropriate  Reporting 
Framework  by  Public  Entities 

•  GRAP  20:  Related  partles 

*  GRAP  26  (as  amended  201 5):  Impairment  of  cash- 
generating  assets 

♦  GRAP  109:  Accounting  by  Principals  and  Agents 

•  GRAP  21  (as  amended  2015):  Impairment  of  non-cash- 
generating  assets 

•  GRAP  18:  Segment  Reporting 


Effective  date: 

Years  beginning  on  or 
after 

01  April  2018 
01  April  2017 
01  April  2017 
01  April  2017 
01  April  2017 
01  April  2017 


Expected  impact: 


Unlikely  there  will  be  a 
material  impact 
Unlikely  there  will  be  a 
material  impact 
Unlikely  there  will  be  a 
material  impact 
Unlikely  there  will  be  a 
material  impact 
Unlikely  there  wiil  be  a 
material  impact 
Unlikely  there  will  be  a 
material  impact 


2.3  Standards  and  interpretations  not  yet  effective  or  relevant 

The  following  standards  and  interpretations  have  been  published  and  are  mandatory  for  the  municipality’s  accounting 
periods  beginning  on  or  after  01  July  2017  or  later  periods  but  are  not  relevant  to  its  operations: 


Grap  105  :  Transfer  of  function  between  entities  under  common 
control.  Grap  107  Mergers 


Effective  date: 

Years  beginning  on  or 
after  01  April  2015 


Expected  impact:  The 
standards  will  have  no 
impact  on  the  operations 
of  the  municipality 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2017 

2016 

3.  Biological  Assets 

2017 

2016 

Cost/ 

Accumulated  Carrying  value 

Cost  / 

Accumulated  Carryinq  value 

Valuation 

depreciation 

Valuation 

depreciation 

and 

and 

accumulated 

accumulated 

Impaimient 

Impairment 

Plants  2  792  956 

- 

2  792  956 

2  661  916 

- 

2  661  916 

Reconciliation  of  biological  assets  -  2017 

Opening 

Galns  or 

Impairment 

Total 

balance 

losses  arising 
from  ehanges 

loss 

Plants 

in  fair  value 

2  661  916 

197  961 

(66  921) 

2  792  956 

Reconciliation  of  biological  assets  -  2016 

Openlng 

Gains  or 

Total 

balance 

losses  arising 
from  changes 

Plants 

in  fair  value 

2  264  535 

397  381 

2  661  916 

4.  Investment  property 

2017 

2016 

Cost/ 

Accumulated  Carrying  value 

Cost/ 

Accumulated  Carrying  value 

Valuation 

depreciation 

Valuation 

depreciation 

and 

and 

accumulated 

accumulated 

impairment 

fmpairment 

Investment  property  2  742  760 

(415  997) 

2  326  763 

2  742  760 

(375  169) 

2  367  591 

Reconciliatlon  of  Investment  property  -  2017 

Investment  property 

Opening 

balance 

Depreciation 

Total 

2  367  591 

(40  828) 

2  326  763 

Reconciliation  of  investment  properly  -  2016 


Opening  Depreciation  Total 
balance 

Investment  property  _ 2  408  420 _ (40  829)  2  367  591 

A  register  containing  the  information  required  by  section  63  of  the  Municipal  Finance  Management  Act  is  available  for 
inspection  at  the  registered  office  of  the  municipality. 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 

Notes  to  the  Annual  Financial  Statements _ 

Figures  in  Rand  2017 


5.  Property,  plant  and  equipment 


_ 2017 _ 2016 _ 

Cost  /  Accumulated  Carrying  value  Cost  /  Accumulated  Carrying  value 

Valuation  depreciation  Valuation  depreciation 

and  and 

accumulated  accumulated 

impairment  Impairment 


Land 

Buildings 

Infrastructune 

Other  property,  plant  and 
equipment 

Assets  under  construction 

2  647  976 
94  030  369 
126  395  187 
20  567  901 

76  396  214 

(17  216  732) 
(13  776  919) 
(7  789  644) 

2  647  976 

76  813  637 
112  618  268 
12  778  257 

76  396  214 

2  562  011 

49  060  255 
126  467  565 
13  428  124 

23  025  434 

(10  084  804) 
(10  364  036) 
(6  488  458) 

2  562  01 1 

38  975  451 
116  103  529 

6  939  666 

23  025  434 

Total 

320  037  647 

(38  783  295) 

281  254  352 

214  543  389 

(26  937  298) 

187  606  091 
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Notes  to  the  Annual  Financial  Statements 

Figures  in  Rand 
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A  register  containing  the  information  required  by  section  63  of  the  Municipal  Finance  Management  Act  is  available  for 
inspection  atthe  registered  office  of  the  municipality. 


Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2017 

2016 

6.  Intanglble  assets 

2017 

2016 

Cost/ 

Valuation 

Accumulated  Carrying  value 
amortisation 
and 

accumulated 

impalrment 

Cost/ 

Valuation 

Accumulated  Carrying  value 
amortisation 
and 

accumulated 

Impalrment 

Computer  software,  other 

223  263 

(142  371) 

80  892 

218  543 

(119  545) 

98  998 

Reconciliation  of  intangible  assets  -  2017 

Opening 

balance 

Addltions 

Disposals 

Amortisatlon 

Disposal  - 
Accumulated 
depreciation 

16  881 

Total 

Computersoftware,  other 

98  998 

36  563 

(31  843) 

(39  707) 

80  892 

Reconciliation  of  intangible  assets  -  2016 

Computer  software,  other 

Opening 

balance 

125  317 

Additions 

6  999 

Amortisation 

(33  318) 

Total 

98  998 

7.  Heritage  assets 

2017 

2016 

Cost  / 
Valuatlon 

Accumulated  Carrying  value 
Impairment 
losses 

Cost/ 

Valuatlon 

Accumulated  Carrying  value 
impairment 
losses 

Historical  monuments 

589 

- 

589 

589 

- 

589 

Reconciliation  of  heritage  assets  2017 

Historical  monuments 

Opening 

balance 

589 

Total 

589 

Reconciliation  of  heritage  assets  2016 

Historical  monuments 

Opening 

balance 

589 

Total 

589 

8.  Employee  benefit  obligatlons 
Defined  benefit  plan 

The  actuarial  valuatlon  determined  that  the  retirement  plan  was  in  a  sound  financial  position,  however  that  it  was  recommended 
thatthe  contribution  should  be  increased.  This  recommendation  is  presently  being  implemented. 


The  plan  is  a  post  employment  medical  benefit  plan. 


Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  fbr  the  year  ended  30  June  2017 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2017 

2016 

8.  Employee  benefit  obllgations  (continued) 

Changes  in  the  present  value  of  the  deflned  benefit  obligation  are  as  follows: 

Opening  balance 

2  544  047 

2  563  000 

Net  expense  recognised  in  the  statement  of  financial  performance 

195  954 

(18  953) 

2  740  001 

2  544  047 

Net  expense  recognised  in  the  statement  of  financlal  performance 

Current  service  cost 

224  791 

168  000 

Interest  cost 

247  141 

239  000 

Actuarial  (gains)  losses 

(158  978) 

(355  953) 

Expected  return  on  reimbursement  rights 

(117  000) 

(70  000) 

195  954 

(18  953) 

Calculation  of  actuarial  gains  and  losses 

Actuarial  (gains)  losses  -  Obligation 

(195  954) 

(18  953) 

Key  assumptions  used 

Assumptions  used  at  the  reporting  date: 


Discount  rates  used 

10,16  % 

9,76  % 

Medical  cost  trend  rates 

8,75  % 

8,75  % 

Expected  increase  in  salaries 

0,93  % 

0,93  % 

Expected  pension  increases 

6,19% 

6,19  % 

Proportion  of  employees  opting  for  early  retirement 

3,37  % 

3,37  % 

9.  Inventories 

Consumable  stores 

353  814 

166  232 

Maintenance  materials 

65133 

293  404 

418  947 

459  636 

10.  Receivables  from  non-exchange  transactions 

Fines 

13  356  290 

10  695  188 

Consumer  debtors  -  Rates 

9  798  052 

8  261  114 

23  154  342 

18  956  302 

Reconcillatlon  of  receivables  from  non-exchange  transactions  (Rates): 

Gross  balance 

Allowance  fbr  impairment 

12  270  321 
(2  838110) 

8  391  860 
(579  398) 

Net  balance 

9  432  211 

7  812  462 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  yearended  30  June  2017 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2017 

2016 

10.  Recelvables  from  non-exchange  transactions  (continued) 

Rates:  Ageing 

Current  (0-30  days) 

31  -60  days 

61-90  days 

91-120  days 

121-365  days 

Aliowance  for  impairment 

25  937 
474  777 
459  512 

11  310  095 
(2  838  110) 

380194 
432  038 
411  090 
395  385 

6  773  153 
(579  398) 

9  432  211 

7  812  462 

Reconciliatlon  of  allowance  for  impairment  (Rates) 

Balance  atthe  beginning  of  the  year 

Contribution  during  the  year 

(579  398) 
(2  258  712) 

(274  660) 
(304  738) 

(2  838110) 

(579  398) 

Reconciliation  of  receivables  from  non-exchange  transactions  (Traffic  fines) 

Gross  balance 

Provision  for  impairment 

83  476  816 
(70  120  526) 

55  992  036 
(45  296  848) 

Net  balance 

13  356  290 

10  695188 

Reconciliatton  of  allowance  for  debt  Kmpairment  (Traffic  fines) 

Opening  balance 

Contribution  during  the  year 

(45  296  848) 
(24  823  678) 

(24116146) 
(21  180  702) 

(70  120  526) 

(45  296  848) 

The  municipality  has  one  traffic  fine  billing  system.  TMT  is  the  outsourced  service  provider  which  is  responsible  for  the  system 
used  to  issue  fines  fdr  speed  traffic  offenders.  The  municipality  has  two  types  of  fines:  spot  fines  and  summonses.  Both  TMT 
and  the  municipality  work  closesly  with  Magistrates  court  to  ensure  the  accurate  recording  of  the  status  of  fines  (including  the 
statuses  of  summons,  appeals,  fine  withdrawn,  etc).  Monies  collected  by  the  Magistrates  are  transferred  to  the  municipality's 
bank  account. 

11.  VAT  reoeivable 


VAT 

3  439  364 

987  522 

12.  Consumer  debtors 

Gross  balances 

Electricity 

3  560  441 

3  621  271 

Refuse 

1  315  544 

920  437 

Other  Debtors 

100  915 

95155 

4  976  900 

4  636  863 

Less:  Allowance  for  impalrment 

Electricity 

(334  276) 

(85  705) 

Refuse 

(359  336) 

(115  673) 

(693  612) 

(201  378) 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2017 

2016 

12.  Consumer  debtors  (contlnued) 

Net  balance 

Electricity 

3  226  165 

3  535  566 

Refuse 

956  208 

804  764 

Other  Debtors 

100  915 

95155 

4  283  288 

4  435  485 

Included  in  above  is  receivables  from  exchange  transactions 


Electricity 

3  226165 

3  535  566 

Refuse 

956  021 

804  764 

Other  Debtors 

100  915 

62  156 

4  283101 

4  402  486 

Net  balance 

4  283  101 

4  402  486 

Electricity 

Current  (0  -30  days) 

1  738  805 

2  336  253 

31  -  60  days 

442  950 

153  586 

61  -  90  days 

83  460 

97  363 

91  - 120  days 

54  iA  i 

58  549 

121  -  365  days 

906  209 

889  815 

3  226  165 

3  535  566 

Refuse 


Current  (0  -30  aaysj 

83123 

168  927 

31  -  60  days 

62120 

37  259 

61  -  90  days 

26  766 

33  622 

91  - 120  days 

24  079 

32  123 

121  -  365  days 

760  120 

532  833 

956  208 

804  764 

Other  (specify) 

Current  (0  -30  days) 

100  915 

95155 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2017 

2016 

1 2.  Consumer  debtors  (continued) 

Total  Ageing 

Total 

Current  (0  -30  days) 

2  145  757 

2  584  697 

31  -  60  days 

604  318 

200  970 

61  -  90  days 

138  060 

138  877 

91  - 120  days 

101  027 

97172 

121  -  365  days 

1  987  551 

1  582  148 

4  976  713 

4  603  864 

Less:  Allowanoe  for  impaimnent 

(693  425) 

(168  379) 

4  283  288 

4  435  485 

Less:  Allowance  for  Impairment 

Current  (0  -30  days) 

(160  918) 

(71  495) 

31-60  days 

(18  728) 

(10125) 

61  -  90  days 

(16  646) 

(7  892) 

91-120  days 

(13  872) 

(6  500) 

121  -  365  days 

(483  448) 

(105  366) 

(693  612) 

(201  378) 

Reconclllation  of  allowance  for  Impalrment 

Balance  at  beginning  of  the  year 

(201  378) 

(80  061) 

Contributions  to  allowance 

(492  234) 

(121  317) 

(693  612) 

(201  378) 

Summary  of  dsbtors  by  consumer  classlflcation 


Mthonjaneni  Local  Municipality 

(Registratlon  number  KZN  285) 

Annual  Financiai  Statements  for  the  year  ended  30  June  2017 

Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2017 

2016 

12.  Consumer  debtors  (continued) 

Consumers 

Current  (0-30)  days 

563  805 

260  400 

31  -  60  days 

328111 

189  598 

61  -  90  days 

332  713 

133  129 

91-120  days 

305  248 

121  149 

121  -  365  days 

4  402  821 

2  456  180 

Allowances  for  impairment 

- 

(780  777) 

5  932  698 

2  379  679 

Commercial/lndustrial 

Current  ( 0-30  days) 

83 8  192 

159  958 

31  -  60  days 

260  099 

238  132 

61  -  90  days 

119  391 

196  477 

91-120  days 

109  945 

166  392 

121  -  365  days 

1  843  931 

2  582  342 

3171  558 

3  343  301 

Natlonal  and  Provincial  Government 

Current  ( 0-  30  days) 

131  395 

81  784 

31  -  60  days 

56  823 

145  894 

61-90  days 

119  758 

137  431 

91  -  120days 

106  352 

123  984 

121  -365days 

4  024  848 

2  314  655 

4  439  176 

2  803  748 

Agriculture 

Current  (0  -  30)  days 

11  166 

3  783 

31  -  60  days 

6  299 

75  991 

61  -  90  days 

32  688 

75  696 

91  -120  days 

30  896 

74  960 

121  -365  days 

1  707  723 

2  191  373 

1  788  772 

2  421  803 

Vacant  land 

Current  (0-30)  days 

485 

417 

31  -  60  days 

3  954 

10315 

61  -  90  days 

8  288 

7  233 

91-120  days 

8  098 

6  072 

121  -  365days 

591  279 

465  023 

612  104 

489  060 

13.  Cash  and  cash  equivalents 

Cash  and  cash  equivalents  consist  of: 

Cash  on  hand 

244 

746 

Bank  balances 

9  472  623 

1  825  909 

Short-term  investment 

16  524  499 

40  643  665 

25  997  366 

42  470  320 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 

Notes  to  the  Annual  Financial  Statements 

Figures  in  Rand  '  2017  2016 


1 3.  Cash  and  cash  equivalents  (continued) 

On  1 1  August  2016  the  municipality  took  over  3  wards  from  former  Ntambanana 
municipality  due  to  the  de-establishment  of  Ntambanana  municipality  as  a  result  of  re  - 
determination  of  boundaries  in  terms  of  Section  21  of  the  Local  Government:  Municipal 
Demarcation  Act,  1998  (ACT  NO  27  of  1998)  and  Provincial  notice  15  of  2016.  The 
amount  representing  cash  and  cash  equivalents  due  to  Mthonjaneni  Municipality  has 
not  been  received  as  yet.  The  bank  account  where  funds  of  the  former  Ntambanana 
Municipality  are  held  is  with  ABSA  bank  and  the  account  number  is 
4054154293.  The  balance  on  the  bank  account  as  at  30  June  2017  is  R13  227  013.24. 

The  mthonjaneni  municipality's  share  of  the  split  is  R  5  715  430 

Cash  and  cash  equivalents  pledged  as  collateral 

Total  financial  assets  pledged  as  collateral.  An  amount  of  R  1  540  000  is  used  as  a  1  540  000  1  540  000 

guarantee  to  Eskom  in  relation  to  electricity  supply.  The  amount  will  be  payable  to 
Eskom  should  the  municipality  fail  to  pay  for  its  electricity  consumption. 


The  municipality  had  the  following  bank  accounts 

Account  number  /  description  Bank  statement  balances  Cash  book  balances 


30  June  2017 

30  June  2016 

30  June  2015 

30  June  2017 

30  June  2016 

30  June  2015 

First  National  Bank  -  Current  ( 
Main)-  54980006117 

3  669  170 

1  749  594 

5  689  772 

3  690  198 

1  816  559 

5  794  585 

First  National  Bank  -  Current- 
62330092470 

66  995 

9  350 

10  000 

66  995 

9  350 

10  000 

Investec  ɓank  -  call  account 
110-435097-501 

11  099  769 

10  056  219 

16  082  877 

1 1  099  769 

10  056  219 

16  082  877 

First  Natronal  Bank  -  Fixed 
depOSit  71245040078 

1  540  000 

1  540  000 

1  540  000 

1  540  000 

1  540  000 

1  540  000 

First  National  Bank  -  call 
account 62051262146 

499  543 

499  543 

499  556 

499  543 

499  543 

499  556 

Ned  Bank  -  Fixed  deposit 
03/7881083174/000010 

- 

- 

25  331  336 

- 

- 

25  331  336 

First  Nationai  Bank  -  Call 
account  62532063204 

3  385  187 

3  172  964 

- 

3  385  187 

3  172  964 

- 

Investec  bank  -  Wholesale 
deposit  1 100-435097-451 

-*■ 

25  374  938 

- 

- 

25  374  938 

- 

Bank  balance  Ntambanana  Split 

- 

- 

- 

5  715  430 

- 

- 

Total  20  260  664  42  402  608  49163  641 

25  997  122  42  469  573 

49  258  354 

14.  llnspent  conditional  grants  and  receipts 

Unspent  conditional  grants  and  receipts  comprises  of: 

Unspent  conditional  grants  and  recsipts 

COGTA 

17  134 

176  776 

Movement  during  the  year 

ɓalance  at  the  beginning  of  the  year 

Additions  during  the  year 

Income  recognition  during  the  year 

176  776 

(159  642) 

295  135 
26  621  000 
(26  739  359) 

17134 

176  776 

The  nature  and  extent  of  govemment  grants  recognised  in  the  annual  financial  statements  and  an  indication  of  other  forms  of 
government  assistance  from  which  the  municipality  has  directly  benefited;  and 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  forthe  year  ended  30  June  2017 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2017 

2016 

14.  Unspent  conditional  grants  and  receipts  (continued) 

Unfulfilled  conditions  and  other  contingencies  attaching  to  government  assistance 

15.  Provlsions 

Reconciliation  of  provisions  -  2017 

Opening 

Balance 

Environmental  rehabilitation  3  545  585 

Provision  fbr  Bonuses  409  492 

Long  Service  Awards  1  122  162 

that  has  been  recognised. 

Additions  Change  in 

discount 
factor 

(459  291)  70  912 

169  629 

359  838 

Total 

3  157  206 
579  121 

1  482  000 

5  077  239 

70176 

70  912 

5  218  327 

Reconciliation  of  provisions  -  2016 

Opening 

Additions 

Utilised 

Reduction 

Total 

Balance 

during  the 

due  to  re- 

year 

measurement 

or  settlement 

without  cost 

to  entity 

Environmental  rehabilitation  1  183  527 

2  362  058 

- 

- 

3  545  585 

Provision  for  Bonuses  485  657 

188  738 

(264  903) 

- 

409  492 

Long  Service  Awards  l  199  000 

146  000 

- 

(222  838) 

1  122  162 

2  868  184 

2  696  796 

(264  903) 

(222  838) 

5  077  239 

Non-current  liabilities 

4  639  206 

4  667  747 

Current  liabilities 

579121 

409  492 

5  218  327 

5  077  239 

1 6.  Trade  and  other  payables 

Trade  payables 

1  134  043 

1  537  627 

Payments  received  in  advanced 

1  809  910 

1  458  579 

Retention 

4  536  997 

2  380  442 

Sundry  Creditors 

3  056  894 

1  264  434 

Accrued  leave  pay 

2  366  801 

1  950  059 

12  904  645 

8  591  141 

1 7.  Consumer  deposits 

Electricity 

714012 

691  250 

Housing  rental 

337  599 

334  640 

1  051  611 

1  025  890 

18.  Financial  instruments  disclosure 

Categorles  of  financial  instruments 

2017 

Financial  assets 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  yearended  30  June  2017 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2017 

2016 

Financlal  Instruments  disclosure  (contlnued) 

Trade  and  other  reoeivables  from  exchange  transactions 

Other  receivables  from  non-exchange  transactions 

Cash  and  cash  equivalents 

Atfairvalue 

25  997  366 

At  amortised 
cost 

4  283  288 
23194  475 

Total 

4  283  288 
23194475 
25  997  366 

25  997  366 

27  477  763 

53  475  129 

Financial  liabilities 

Otherfinancial  liabilities 

Trade  and  other  payables  from  exchange  transactions 

At  amortised 
cost 

9  027  073 
13  330  252 

Total 

9  027  073 
13  330  252 

22  357  325 

22  357  325 

2016 

Financial  assets 

Trade  and  other  receivables  from  exchange  transactions 

Other  receivables  from  non-exchange  transactions 

Cash  and  cash  equivalents 

Atfairvalue 

42  470  320 

At  amortised 
cost 

4  435  485 
18  956  302 

Total 

4  435  485 
18  956  302 
42  470  320 

42  470  320 

23  391  787 

65  862 107 

Flnanclal  liabllltles 

Other  financial  liabilities 

Trade  and  other  payables  from  exchange  transactions 

At  amortlsed 
cost 

8  823  @52 

8  591  142 

Total 

8  823  952 

8  591  142 

17  415  094 

17  415  094 

19.  Revenue 

Service  charges 

Rental  of  facilities  and  equipment 

Ucences  and  permits 

Other  income 

Interest  received  -  investment 

Property  rates 

Property  rates  -  penalties  imposed 

Government  grants  &  subsidies 

Fines,  Penalties  and  Forfeits 

19  889  514 
228  853 

1  923  226 

3  981  501 
2176  370 

9  788  938 

1  045  586 
108  783  058 
31  617  600 

20  521  760 
247  045 

2  070427 
964  392 

3  283  879 

9  722  820 

728  329 
65  702  359 
24  308  963 

179  434  646 

127  549  974 
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Mthonjaneni  Locai  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 

Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2017 

2016 

19.  Revenue  (contlnued) 

The  amount  included  in  revenue  arising  from  exchanges  of  goods  or  services 
are  as  follows: 

Service  charges 

19  889  514 

20  521  760 

Rental  of  facilities  and  equipment 

228  853 

247  045 

Licences  and  permits 

1  923  226 

2  070  427 

Other  income  -  (rollup) 

3  981  501 

964  392 

Interest  received  -  investment 

2  176  370 

3  283  879 

28199  464 

27  087  503 

The  amount  included  in  revenue  arising  from  non-exchange  transactions  is  as 
follows: 

Taxation  revenue 

Property  rates 

9  788  938 

9  722  820 

Property  rates  -  penalties  imposed 

1  045  586 

728  329 

Transfer  revenue 

Government  grants  &  subsidies 

108  783  058 

65  702  359 

Fines,  Penalties  and  Forfeits 

04  047  AQQ 

24  308  963 

151  235182 

100  462  471 

20.  Property  rates 

Rates  recelved 

Residential 

2  437  527 

2  519  491 

Commercial 

4  931  675 

4  256  451 

State 

1  124  433 

1  750  243 

Public  Service  Infrustructure 

20 

20 

Agriculture 

1  129  610 

1  057  044 

Vacant  Land 

165  673 

139  571 

9  788  938 

9  722  820 

Property  rates  -  penalties  imposed 

1  045  586 

728  329 

10  834  524 

10  451  149 

Valuations 

Residential 

396  992  000 

393  052  000 

Commercial 

365  010  000 

313  808  000 

State 

217  513  000 

187  796  000 

Municipal  Properties 

69  056  232 

69  056  232 

Place  of  Worship 

9  835  000 

9  835  000 

Agriculture 

927  368  000 

920  330  000 

Public  Benefit  Organisation(PBO) 

320  000 

320  000 

Public  Service  Infrustructure  (PSI) 

91  300 

91  300 

Vacant  Land 

13  262  688 

11  277  000 

1  999  448  220  1  905  565  532 

Valuations  on  land  and  buildings  are  performed  every  4  years.  The  last  general  valuation  came  into  effect  on  1  July  2015. 

Interim  valuations  are  processed  on  an  annual  basis  to  take  into  account  changes  in  individual  property  values  due  to 

alterations  and  subdivisions. 

The  new  general  valuation  will  be  implemented  on  01  July  2019. 
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Notes  to  the  Annual  Financial  Statements 

Figures  in  Rand  ~  2017  2016 


21  *  Servlce  charges 


81  379  101  219 

18  390  461  19 

1  417  674  1 


Service  charges 
Sale  of  electricity 
Refuse  removal 


o  co 


Mthonjaneni  Locai  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  forthe  year  ended  30  June  2017 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2017 

2016 

22.  Government  grants  and  subsidies 

Operating  grants 

Equitable  share 

59  349  000 

38  963  000 

EPWP 

2  161  000 

2  264  000 

FMG 

2  738  000 

1  800  000 

MSIG 

- 

930  000 

Library 

738  000 

723  000 

Waste  Grant 

83  058 

* 

Dermacation  Transition  grant 

6  315  000 

- 

71  384  058 

44  680  000 

Capital  grants 

MIG 

28  899  000 

12  904  000 

Electrification 

8  500  000 

8  118  359 

37  399  000 

21  022  359 

108  783  058 

65  702  359 

Conditional  and  Unconditional 

Included  in  above  are  the  following  grants  and  subsidies  received: 

Conditional  grants  received 

49  434  058 

26  739  359 

Unconditional  grants  received 

59  349  000 

38  963  000 

108  783  058 

65  702  359 

Equitable  Share 

MIG 

Current-year  receipts 

28  899  000 

12  904  000 

Conditions  met  -  transferred  to  revenue 

(28  899  000) 

(12  904  000) 

- 

* 

INEG 

Balance  unspent  at  beginning  of  year 

- 

118  359 

Current-year  receipts 

8  500  000 

8  000  000 

Conditions  met  -  transferred  to  revenue 

(8  500  000) 

(8  118  359) 

- 

- 

Llbrary 

Current-year  receipts 

738  000 

723  000 

Conditions  met  -  transferred  to  revenue 

(738  000) 

(723  000) 

* 

EPWP 

Current-year  receipts 

2  161  000 

2  264  000 

Conditions  met  -  transferred  to  revenue 

(2  161  000) 

(2  264  000) 

- 

“ 

Dermacatlon  Transition  Grant 
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Figures  in  Rand 

2017 

2016 

22.  Govemment  grants  and  subsldies  (continued) 

Current-year  receipts 

6  315  000 

Conditions  met  -  transferred  to  revenue 

(6  315  000) 

- 

* 

- 

Conditions  still  to  be  met  -  remain  liabilities  (see  note  14). 

Provide  explanations  of  conditions  still  to  be  met  and  other  relevant  information. 

MSIG 

Current-year  receipts 

930  000 

Conditions  met  -  transferred  to  revenue 

- 

(930  000) 

■ 

FMG 

Current-year  receipts 

2  r3S  000 

1  800  000 

Conditions  met  -  transferred  to  revenue 

(2  738  000) 

(1  800  000) 

- 

- 

COGTA 

Balance  unspent  at  beginning  of  year 

176  776 

176  776 

Conditions  met  -  transferred  to  revenue 

(159  642) 

17134 

176  776 

Waste  Grant 

Current-year  receipts 

83  058 

Conditions  met  -  transferred  to  revenue 

(83  058) 

- 

- 

- 

Conditions  still  to  be  met  -  remain  liabilities  (see  note  14). 

Provide  explanations  of  conditions  still  to  be  met  and  other  relevant  information. 

23.  Other  revenue 

Other  income  -  (rollup) 

3  981  501 

964  392 

Mthonjaneni  Locai  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  fbrthe  year  ended  30  June  2017 

Notes  to  the  Annual  Financial  Statements _ 

Figures  in  Rand _ 


24.  Other  income 


Profit  on  sale  of  assets 
Sundry  Income 
Building  Plan  Fees 
Cemetry  Fees 
Business  Licenses 
Swimming  Pool 
Rates  Clearance  Certificate 
Hoardings 
Photocopying 
Insurance  Claim 
IT  Mandary  Grant 
Rezoning 


228  268 

- 

3  567  404 

861  697 

30  332 

9  594 

13  952 

24  314 

1  207 

2  831 

_ 

83 

5  219 

2  164 

15  069 

26  269 

22  255 

27  959 

96  690 

- 

- 

9  481 

1  105 

- 

3  981  501 


964  392 


Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Finandal  Statements  for  the  year  ended  30  June  2017 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2017 

2016 

25.  General  expenses 

Advertising 

887  372 

400  690 

Assessment  rates  &  municipal  charges 

14  107 

40  226 

Auditors  remuneration 

1  737  345 

3  313  208 

Bank  charges 

63  775 

77  941 

Cleaning 

270  891 

256  725 

Pauper  Burial 

593  243 

349  088 

Consulting  and  professional  fees 

1  855  589 

722  999 

Consumables 

420  993 

310  756 

Contributions  to  impairment(  Rates,  Refuse,  Traffic  &  Elec) 

27  574  623 

21  606  757 

Contribution  to  provisions 

579  878 

2  671  034 

Insurance 

302  899 

17  982 

Cultural/Sports  activities 

1  576  069 

492  418 

Conferences  and  seminars 

1  659  545 

480  031 

Consulting  (Assets  Unbundling) 

- 

106  000 

IT  expenses 

2  043 

Infomnal  traders 

5210 

5  691 

lithungulu  Water 

50  411 

162  061 

Indigent  Support 

72  167 

13  394 

Special  Programmes 

162  910 

145  306 

Fuel  and  oil 

886  843 

669  944 

Vending  System 

209  048 

210  907 

Printing  and  stationery 

717  209 

408  145 

Annual  Report 

133  800 

141  800 

Protective  clothing 

314  538 

197  687 

LED  Projects 

1  357  305 

98  093 

Security  (Guarding  of  municipal  property) 

3  444  685 

1  273  195 

Staff  welfare 

470  825 

93  195 

Subscriptions  and  membership  fees 

510  816 

560456 

Telephone  and  fax 

1  035  746 

642  965 

Transport  and  fireight 

245  133 

197  586 

Training 

1  600 

_ 

Subsistance  and  travelling 

1  896  116 

327  836 

Grants  Expenditure 

11  593  043 

5  317  408 

Refuse 

370  873 

328  048 

Staff  development 

272  584 

31 1  621 

Minor  Assets 

447  964 

395  445 

Youth  activities 

478  167 

_ 

Tourism  development 

104  000 

Bursaries 

564  465 

148  460 

Disaster  Management 

326  602 

57  672 

Inspection  fees 

2  153 

1  352 

Ward  Committees 

1  498  452 

286  204 

Public  participation 

343  595 

149  777 

Workmens  compensation 

250  400 

142  442 

Other  expenses 

3  748  648 

1  323  137 

68  949  680 

44  559  682 
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Figures  in  Rand 

2017 

2016 

26.  Employee  related  costs 

Basic 

23  455  715 

18  898  245 

Bonus 

504  243 

188  738 

Medical  aid  -  company  contributions 

1  256  000 

1  135  193 

UIF 

190  871 

133  995 

SDL 

322  355 

226  967 

Leave  pay  provision  charge 

359  838 

- 

Allowances 

344  465 

51 1  541 

Overtime 

1  409  660 

1  099  506 

Defined  contribution  plans 

2  557  151 

1  973  963 

Travel,  motor  car,  accommodation,  subsistence  and  other  allowances 

2  048  462 

649  581 

Long-service  awards 

94  057 

117  647 

Housing  benefits  and  allowances 

651  876 

46  800 

33  194  693 

24  982176 

Remuneration  of  municlpal  manager 

Annual  Remuneration 

1  580  947 

823  196 

Car  Allowance 

270  204 

175  375 

Perfomnance  Bonuses 

- 

79  463 

Contributions  to  UIF,  Medical  and  Pension  Funds 

2  597 

1  872 

Skills 

16  123 

10  429 

Less  bonuses  paid  from  provision  vote 

- 

(79  463) 

1  871  871 

1  010  872 

Remuneratlon  of  chief  finance  officer 

Annual  Remuneration 

730  352 

709  794 

Car  Allowance 

219  862 

182  570 

Performance  Bonuses 

123  626 

97  134 

Contributions  to  UIF,  Medical  and  Pension  Funds 

55  281 

1  872 

Skills 

10  448 

9  529 

Other 

37  953 

- 

Less  bonus  paid  from  provision  vote 

- 

(97  134} 

1  177  522 

903  765 

Remuneration  of  Technical  directors 

Annual  Remuneration 

1  114  757 

717  665 

Car  Allowance 

303  636 

165  380 

Performance  Bonuses 

61  813 

88  304 

Contributions  to  UIF,  Medical  and  Pension  Funds 

68  613 

1  871 

Skills 

81  481 

9  383 

Other 

23  176 

- 

Less  bonus  paid  from  provision  vote 

- 

(88  304) 

1  653  476 

894  299 

Remuneration  of  corporate  director 

Annual  Remuneration 

782  401 

- 

Car  Allowance 

249  204 

- 

Contributions  to  UIF,  Medical  and  Pension  Funds 

73  219 

- 

Skills 

10  324 

- 

Other 

33  192 

- 

1  148  340 

— 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financiaf  Statements  for  the  year  ended  30  June  2017 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2017 

2016 

26.  Employee  related  costs  (contlnued) 

Remuneration  of  Director  Communlty 

Annual  Remuneration 

728  505 

Car  Allowance 

232  676 

, 

Contributions  to  UIF,  Medical  and  Pension  Funds 

75  713 

* 

Skills 

10  905 

■E- 

Other 

69192 

- 

1  116  991 

- 

27.  Remuneration  of  councillors 

Executive  Mayor 

380  037 

352  195 

Deputy  Executive  Mayor 

326  379 

280  794 

Mayoral  Committee  Members 

822  646 

553  516 

Speaker 

311  029 

310150 

Councillors 

4  038  310 

1  403  454 

Councillors*  pension  contribution 

562  217 

267  894 

6  440  618 

3  168  003 

ln-klnd  benefits 

The  Mayor,  Deputy  Mayor,  Speakerand  Mayoral  Committee  Members  are  part-time,  They  are  provided  with  an  office  and 
secretarial  support  at  cost  of  the  Council. 

The  Mayor,  Speaker  and  Deputy  Mayor  each  have  the  use  of  the  Council  owned  vehicles  for  official  use. 

The  Mayor  and  the  Speaker  each  have  two  full-time  bodyguards. 

28.  Parmlts  and  Licences 


Licences 

1  566  025 

1  780  072 

Registration 

245  931 

220  805 

Vehicles 

111  270 

69  550 

1  923  226 

2  070  427 

29.  Rental  of  Facilities  and  Equipments 


Ranks  and  Stall  Fees 

Commonage  Rent 

Hire  of  halls 

Staff  Housing 

140 
131  548 

46  609 

33  806 

210 
159  090 
43  721 
34  023 

212  103 

237  044 

30.  Investment  revenue 

Interest  revenue 

Interest  on  Investments 

2176  370 

3  283  879 

31 .  Fair  value  adjustments 

Biological  assets  -  (Fair  value  model) 

197  961 

397  381 

60 
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(Registratlon  number  KZN  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2017 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2017 

2016 

32.  Depreclation  and  amortisation 

Property,  plant  and  equipment 

14  356  272 

5  734  769 

Invesment  Property 

40  828 

40  829 

Intangible  assets 

39  707 

33  318 

14  436  807 

5  808  916 

33.  Audltors1  remuneration 

Fees 

1  737  345 

3  313  208 

34.  Rental  of  faciiities  and  equipment 

Facilities  and  equipment 

Renk  and  stall  fees 

140 

211 

Commonage  Rent 

148  298 

169  090 

Hire  of  Hall 

46  609 

43  721 

Staff  Housing 

33  806 

34  023 

228  853 

247  045 

35.  Contracted  services 

Operating  Leases 

1  108  992 

311  592 

Law  Enforcement 

2  121  623 

1  847  629 

3  230  615 

2159  221 

36.  Repairs  and  maintanance 

Buildings 

Computers 

Street  lights  Thubalethu 

LV  HV  upgrade 

Street  lights 

Traffic  Lights 

Equipments 

Roads  and  sidewalks 

Rural  grass  cutting 

Refuse  site 

Vehicles 

Furniture 


2  685  851 

1  806  215 

7  320 

29  277 

51  000 

52  900 

589  537 

383  390 

76128 

62  833 

75  000 

- 

527  232 

513  205 

3  616  109 

3  655  020 

- 

88  950 

264  000 

397  314 

600  866 

785  392 

650 

1  850 

8  493  693 

7  776  346 

37.  Bulk  purchases 

Electricity  _ 20  223  309  19  079101 
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Notes  to  the  Annuai  Financial  Statements 

Figures  in  Rand 


38.  Cash  generated  from  operations 

Surplus 

Adjustments  for: 

Depreciation  and  amortisation 
Farr  value  adjustments 
Impainment  deficit 

Movements  in  retirement  benefit  assets  and  liabilities 
Movements  in  provisions 
Additions  through  transfer  of  functions 
Changes  in  working  capital: 

Inventories 
Consumer  debtors 

Other  receivables  from  non-exchange  transactions 

Trade  and  other  payables 

VAT 

Unspent  conditional  grants  and  receipts 
Consumer  deposits 


2017 

2016 

79  187  784 

20  432  863 

14  377  622 

5  808  916 

(197  961) 

(397  381) 

66  921 

- 

195  954 

(18  953) 

141  088 

2  209  122 

(48  075  514) 

- 

40  691 

21  518 

152  197 

(724  437) 

(4  198  040) 

(3  466  266) 

4  313  509 

3  832  809 

(2  451  842) 

(747  764) 

(159  642) 

(118  359) 

25  721 

6  947 

43  418  488  26  839  015 


39.  Transfer  of  functions  between  entitles  not  under  common  control 
Transfer  of  function  from  Ntambanana 

ln  terms  of  Section  21  of  the  Local  Govemment :  Municipal  Dermacation  Act  27  of  1998,  the  Municipal  Dermacation  Board  has 
re-  determined  the  municipal  boundaries  of  Ntambanana  Local  Municipality  (KZN  283 )  and  Mthonjaneni  Local  Municipality  ( 
KZN  285)  as  per  demnacation  no.  DEM4154.  and  read  together  with  Provincial  Gazette  no.  1594  (  Provincial  Notice  19  of  2016) 

The  redermacation  of  municipal  boundaries  resulted  in  Ntambanana  Municipality  being  dissolved  and  wards  redristributed  to 
three  municipalities,  which  are  Mhlathuze,  mfolozi  and  Mthonjaneni.  On  the  3rd  of  August  2016  local  govemment  elections  took 
piace  and  a  new  council  was  fbrmed  which  incorporata  fbur  wards  from  Ntambanana  Municipality  due  to  the  dermacation 
processes.  As  a  result  of  the  above  event  Mthonjaneni  Municipality  received  12  employees,  Assets  (  movable  and  immovables) 
and  liabilities.The  total  net  assets  transfered  to  Mthonjaneni  Municipality  as  at  10  August  2016  is  R  49  367  379 

Summary  of  net  assets  transfered  to  Mthonjaneni  Municipality 


Property,  plant  and  equipment 

Current  tax  receivable 

Other  receivables  from  non-exchange  transactions 

Cash  and  cash  equivalents 

Unspent  conditional  grants  and  receipts 

Provisions 

Trade  and  other  Payables 

42  722  346 

885  283 

145  037 

6  505  691 
(83  058) 

(89  943) 

(717  977) 

- 

49  367  379 

- 

Gain  or  loss  recognissd  In  current  reportlng  perlod 

Gains/Loss  from  transfer  of  functions  between  entities  not  under  common  control 

54  720  546 
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Notes  to  the  Annual  Financial  Statements _ 

Figures  in  Rand   2017 


40.  Commitments 
Authorised  capital  expenditure 


Already  contracted  for  but  not  provided  for 

•  Property,  plant  and  equipment _  13  821  538  2  850  919 


Total  capital  commitments 

Already  contracted  for  but  not  provided  fdr 

13  821  538 

2  850  919 

Total  commitments 

Total  commitments 

Authorised  capital  expenditure 

13  821  538 

2  850  919 

Operating  leases  -  as  lessee  (expense) 

Minlmum  lease  payments  due 

-  within  one  year 

-  in  second  to  fifth  year  inclusive 

1  332  450 

2  336  343 

1  370  164 

2  514  624 

3  668  793 

3  884  788 

Operating  lease  payments  represent  rentals  payable  by  the  municipality  in  respect  of  switch  boards  line.  No  contingent  rent  is 
payable. 

Operating  leases  -  as  lessor  (income) 

Minimum  lease  payments  due 

-within  one  year 

-  in  second  to  fifth  year  inclusive 

-  later  than  five  years 

855  671  1  026  667 


122  168  140  000 

508  317  560  000 

225  186  326  667 


Certain  commonage  and  vacant  land  is  held  to  generate  rental  income.  Lease  agreements  are  non-cancellable  and  there  are 
no  oontingent  rents  receivable. 
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Figures  in  Rand 


41.  Related  parties 

The  following  councillors  and  key  management  owe  the  municipality  in  respect  of  the  traffic  fines  as  at  30  June  2017 

Related  party  balances 


S.B.KBiyela  :  Mayor 

P.E  Ntombela  :  Deputy  Mayor 

N.A  Jiyane  :  Speaker 

M.N  Ndlangamandla :  Councillor 

H.K.LZungu  :  Councillor 

E.M  Masikane :  Councillor 

J.  Mlawu  :  Councillor 

GVP  Gumede  :  Former  Councillor 

M. EZulu  :  Councillor 

S. B  Sibiya  :  Councillor 
E.M  Mthembu  :  Councillor 
Z.A  Sibiya :  Councillor 
D.FXuiu  :  Councillor 
D.M.O  Ngcobo :  Councilior 

T. F  Zincume :  Councillor 
T.E  Mpungose :  Councillor 

B.M  Ndwandwe  :  Former  Councillor 
P.  P  Sibiya  :  Municipal  Manager 
Z.S  Mthethwa  :  Director  Community  Services 
P.M  Manqele  :  Director  Corporate  Services 

K. N  Mthethwa  :  Chief  Financial  Officer 

R.  P  Mnguni  :  Former  Municipal  Manager 
P.T  Xulu  :  Former  Director  Technical 

N. WZikhali  :  Fomner  Acting  Director  Corporate 
T.N  Simamane  :  Former  Chief  Financial  Officer 

42.  Rfsk  management 
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_ 
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_ 
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_ 
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- 
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* 
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- 

- 
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- 

1  150 

- 

4  400 

- 

3  300 

Financial  risk  management 


The  murticipality’s  activities  expose  it  to  a  variety  of  financial  risks:  market  risk  (including  currency  risk,  fair  value  interest  rate 
risk,  cash  flow  interest  rate  risk  and  price  risk),  credit  risk  and  liquidity  risk. 

The  municipality’s  overall  risk  management  program  focuses  on  the  unpredictability  of  financial  markets  and  seeks  to  minimise 
potential  adverse  effacts  on  the  municipality's  financial  performance.  Risk  management  is  carried  out  by  a  central  treasury 
department  (entity  treasury)  under  policies  approved  by  the  accounting  officer.  Municipality  treasury  identifies,  evaluates  and 
hedges  financial  risks  in  close  co-operation  with  the  municipality’s  operating  units.  The  accounting  officer  provides  written 
principles  for  overell  risk  management 

Liquidity  risk 

The  municipality’s  risk  to  liquidity  is  a  result  of  the  funds  available  to  cover  future  commitments.  The  municipality  manages 
liquidity  risk  through  an  ongoing  review  of  future  commitments  and  credit  facilities. 

Cash  flow  forecasts  are  prepared  and  adequate  utilised  bonowing  faciiities  are  monitored. 

Financiai  liabilities  exposed  to  credit  risk  at  year  end  are  as  foliows. 


Financial  Liabilities 


13  330  252  8  591  142 
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Figures  in  Rand 


42.  Risk  management  (continued) 

Credit  risk 

Credit  risk  oonsists  mainly  of  cash  deposits,  cash  equivalents,  trade  debtors.  The  municipaiity  only  deposits  cash  with  major 
banks  with  high  quality  credit  standing  and  limits  exposureto  any  one  counter-party. 

Trade  receivables  comprise  a  widespread  customer  base.  Management  evaluated  credit  risk  relating  to  customers  on  an 
ongoing  basis. 

Financial  assets  exposed  to  credit  risk  at  year  end  were  as  follows 
Cash  and  Cash  Equivalent 
Trade  and  other  receivables 

43.  Going  concern 

The  annual  financial  statements  have  been  prepared  on  the  basis  of  accounting  policies  applicable  to  a  going  concern.  This 
basis  presumes  that  funds  will  be  available  to  finance  future  operations  and  that  the  realisation  of  assets  and  settlement  of 
liabilities,  contingent  obligations  and  commitments  will  occur  in  the  ordinary  course  of  business. 

The  ability  of  the  municipality  to  continue  as  a  going  concern  is  dependent  on  a  number  of  factors  which  includes  amongs  other 
the  following: 

(a)  The  accounting  officer  continue  to  procure  funding  for  the  ongoing  operations  for  the  mumcipality. 

(b)  The  Municipality  have  not  loss  any  of  key  customers  or  principal  suppliers. 

(c)  The  municipality  does  not  experience  labour  difficulties. 

(d)  The  municipality  does  not  have  shortage  of  important  suppliers. 

(e)  Financial  indicators(ratios),  financial  results.bank  account  balance  and  net  asset  are  all  positive. 

44.  Unauthorised  expenditure 

Opening  balance 
Add:  Current  year 


31  620  916  19  564161 

12  056  755 

31  620  916  31  620  916 


25  997  366  42  470  320 

27  477  763  23  367  574 


45.  Fruitless  and  wasteful  expenditure 

Fruitless  and  wasteful  expenditure 


42  222  13  085 


This  transaction  relates  to  interest  money  paid  to  City  Park  Trading  as  a  result  of  retention  money  payable  to  them  that  was 
held  back  due  to  unsatifactory  work  and  delays  in  completing  the  project.  The  Contractor  concerned  took  the  Municipality  to 
court  and  the  court  issued  a  judgement  in  their  favour.  The  Municipality  was  then  ordered  to  pay  the  retention  claim  plus 
interest  from  the  time  the  retention  cliam  was  due.  Disciplinary  steps/criminal  proceedings  are  not  necessary  in  this  case. 

46.  Irregular  expenditure 


Opening  balance 

Add:  Irregular  Expenditure  -  current  year 

64  235  306 

10  076  524 

43  867  018 
20  368  288 

74  311  830 

64  235  306 

Analysis  of  expenditure  awaiting  condonation  per  age  classification 

Current  year 

Prior  years 

10  076  524 
64  235  306 

20  368  288 
43  867  018 

74  311  830 

64  235  306 
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46.  Irregular  expenditure  (continued) 

Details  of  irregular  expenditure  -  current  year 

Discfplinary  steps  taken/criminal  proceedings 

A  bid  adjudication  committe  shouid  consist  of  Disciplinary  steps  taken  /  Criminal  proceedings:  Not  74  31 1  830 

atleast  fbur  Senior  Managers.  The  Municipality's  necessary 

adjudication  committee  initially  had  three  senior 

managers  as  a  result  all  expenditure  incured 

during  that  period  through  competitive  bidding 

process  became  irregular. 


47.  Deviations  ( SCM  Regulation  36) 

Deviations  current  year  5  492  732 


48.  Addltlonal  disclosure  in  terms  of  Munlclpal  Flnance  Management  Act 
Contributions  to  organised  local  govemment 


Current  year  subscription  /  fee 

Amount  paid  -  current  year 

418  248 
(418  248) 

284  127 
(284  127) 

- 

. 

Material  Distribution  losses 

Units  lost  (  Kilowats) 

2  284  409 

2  013  525 

Units  lost  (Selling  Price) 

3  194  874 

2  518  215 

Units  lost  (  Purchase  Price) 

1  647  198 

2  255  148 

Units  lost  ( Percentage) 

13.46  % 

11.75% 

Audltfees 

Current  year  subscription  /  fee 

1 347  449 

1  711  014 

Amount  paid  -  current  year 

(1  347  449) 

(1  711  014) 

- 

- 

PAYE  and  UIF 

Current  year  subscription  /  tee 

6  141  429 

3  865  938 

Amount  paid  -  current  year 

(6  141  429) 

(3  865  938) 

- 

- 

Pension  and  Medical  Aid  Deductions 

Current  year  subscription  /  fee 

7  730  700 

5  375  939 

Amount  paid  -  current  year 

(7  730  700) 

(5  375  939) 

- 

- 

VAT 

VAT  receivable 

3  439  364 

987  522 

All  VAT  returns  have  been  submitted  by  the  due  date  throughout  the  year. 
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49.  Events  after  the  reporting  date 

46.1  According  to  GRAP  14,  events  after  the  reporting  date  are  those  events,  favourable  and  unfavourable,  that  occur  belween 
the  reporting  date  and  the  date  when  the  flnancial  statements  are  authorised  fbr  issue.  Two  types  of  events  can  be  identified: 


(a)  those  that  provide  evidence  of  conditions  that  existed  at  the  end  of  the  reporting  date  (adjusting  events  after  the  reporting 
date);  and 

(b)  those  that  is  indicative  of  conditions  that  arose  after  the  reporting  date  (non-adjusting  events  after  the  reporting  date). 

Adjusting  events  are  recognised  in  the  financial  statements  of  the  period  just  ended,  whereas  non-adjusting  events  are  not 
recognised. 

The  Mayor's  car  was  involved  in  a  car  accident  during  July  2017.  We  are  still  awaiting  the  insurance  to  finalise  the  car 
assessment  for  an  insurance  payout. 


50.  Contigent  Liabilitles 

Currently  there  are  no  pending  litigation  cases. 

51 .  Budget  differences 

Material  differences  between  budget  and  actual  amounts 

-  Bulk  Purchases: 

The  variance  of  12%  below  the  budget  of  service  charges  and  the  actual  resulted  from  the  fact  that  there  was  a  reduction  in 
electricity  consumption.  Residents  and  businesses  consumed  less  electricity  that  anticipated  hence  the  municipality  reduced  its 
bulk  purchase  on  electricity. 

-General  Expenses 

The  variance  between  the  budget  and  actual  of  21%  below  the  budget  was  caused  by  the  savmgs  made  through  the 
implementation  of  cost  cutting  measures  as  per  the  requirement  of  the  MFMA  circular  82  (Cost  Containment  Measures  -  30 
March  2016) 


-Employee  benefits 

The  variance  of  26%  below  the  budget  for  employee  related  cost  was  caused  by  the  savings  made  on  the  funded  posts  that 
were  not  filled  during  the  year. 


-  Remuneration  of  Councillors 

The  variance  of  6%  below  the  budget  was  due  to  the  fact  that  the  municipality  budgeted  the  remuneration  of  councillors  on 
Grade  3  because  of  the  merger  that  was  expected  to  take  place  between  Ntambanana  and  Mthonjaneni  Municipality  but  the 
municipality  remained  in  Grade  2  henoe  there  is  under  expenditure. 

-  Depreciation  and  armotisation 

The  variance  of  88%  above  the  budget  was  caused  by  the  municipality  after  planning  to  dispose  a  number  of  assets  but 
eventually  not  all  of  them  were  disposed  hence  the  depreciation  for  the  year  became  very  high. 


-Service  Charges 

A  negative  variance  of  18%  below  the  budget  between  final  budget  of  service  charges  and  the  actual  revenue  from  service 
charges  resulted  from  the  factthat  there  was  a  reduction  in  electricity  consumption.  Residents  and  businesses  consumed  less 
electricity  than  anticipated.. 

-  Rental  of  facilities  and  equipment  . 

The  variance  between  actual  and  budget  of  57%  below  the  budget  for  rental  of  facilities  was  due  to  the  fact  that  some  facilities 

were  not  utilised  as  anticipated  by  the  municipality.. 
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51.  Budget  dlfferences  (continued) 

-  Licences  and  permits 

The  variance  between  actual  and  the  final  budget  of  24%  below  the  budget  for  licenses  and  permits  was  due  to  the  fact  that  the 
municipality  did  not  manage  to  issue  as  much  of  licences  and  permits  as  targeted.  This  is  beyond  the  control  of  the  municipality 
as  licences  and  permits  depend  on  how  many  people  needed  them  during  the  financial  year., 

-  Interest  on  investments 

The  variance  between  the  budget  and  actual  of  39%  belowthe  budgeted  amountwas  caused  by  the  reduction  in  investments 
to  fund  the  adjustments  budgetfor2016/17  financial  year. 

50.  Unaudited  Supplementary  Schedules 

The  supplementaiy  Infbrmation  presented  below  does  notform  part  of  the  Annual  Financial  Statements  and  is  unaudited. 
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Segmental  Statement  of  Financial  Performance  for  the  year  ended 
Prior  Year  ( 30  June  2016)  Current  Year  ( 30  June  2017) 


Actual 

Actual 

Surplus 

Actual 

Actual 

Surplus 

Income 

Expendlture 

/( Deflclt) 

Income 

Expenditure 

/(Deflcit) 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Municipality 

- 

10  283  648 

(10  283  648)Executive  &  Council/Mayor  and  Council 

_ 

10  963  000 

(10  963  000) 

59  622  472 

34  615  493 

25  006  979  Finance  &  Admin/Finance 

83  123  852 

53  981  562 

29  142  290 

- 

- 

-  Planning  and  Development/Economic 

- 

* 

, 

Development/Plan 

- 

- 

-  Health/Clinics 

- 

_ 

40  270 

9  592  645 

(9  552  375)Comm.  &  Social/Libraries  and  archives 

780  000 

21  915  000 

(21  135  000) 

- 

- 

-  Housing 

- 

- 

370  055 

17  950  662 

(17  580  607)Public  Safety/Police 

22  516  000 

15  708  000 

6  808  000 

- 

- 

-  Sport  and  Recreation 

- 

. 

- 

- 

-  Environmental  Protection/Pollution 

_ 

_ 

Control 

1  354  411 

1  841  566 

(487  155)Waste  Water  Management/Sewerage 

1  088  000 

1  995  000 

(907  000) 

39  283  389 

10  842  421 

28  440  968  Road  Transport/Roads 

40  724  794 

21  967  853 

18  756  941 

- 

- 

-  Water/Water  Distribution 

26  879  376 

22  407  010 

4  472  366  Electricity  /Electricity  Distribution 

31  202  000 

28  439  000 

2  763  000 

! 

- 

-  Other/Air  Transport 

- 

- 

- 

127  549  973 

107  533  445 

20  016  528 

179  434  646 

154  969  415 

24  465  231 

- 

- 

Munlcipal  Owned  Entities 

_ 

_ 

_ 

- 

- 

- 

. 

_ 

- 

- 

Other  charges 

- 

_ 

- 

■ 

- 

- 

. 

. 

_ 

127  549  973 

107  533  445 

20  016  528  Municipality 

179  434  646 

154  969  415 

24  465  231 

- 

- 

-  Municipal  Owned  Entities 

_ 

_ 

_ 

- 

- 

-  Other  charges 

- 

- 

- 
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Segmental  Statement  of  Financial  Performance  for  the  year  ended 
Prior  Year  ( 30  June  2016)  Current  Year  ( 30  June  2017) 


Actual 

Actual 

Surplus 

Actual 

Actual 

Surplus 

Income 

Expenditure 

/(Deflclt) 

Income 

Expenditure 

/(Deficit) 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

- 

* 

- 

- 

- 

*■ 

■ 

: 

- 

- 

_ 

_ 

- 

- 

- 

- 

* 

- 

- 

* 

- 

- 

- 

- 

* 

127  549  973 

107  533  445 

20  016  528  Total 

179  434  646 

154  969  415 

24465  231 
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